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| Editorial Comment 
ANOTHER PROPOSED WORLD BANK 


{NOUNDINGS have been made of 
late in financial circles for a new 
\/ international trade bank. The 
complete details being lacking, 
to contemplate the subscription 
10,000,000 by the leading central 
of the world, the new bank to 
its bonds, and the proceeds from 
ile of these bonds to be employed 

iking loans to needy states. 
scheme has not, thus far, had a 
favorable reception in this coun’ 
t the feeling here being that what is 
ted is much new financial 
some more convincing 
the would-be borrowers 
fer satisfactory security for the 
term advances they wish to ob- 
Once that evidence is forth- 
i ing, it is held, loans will not fail 
made on account of inadequate 

ncial machinery. 


The 


not so 
inism as 
nce tnat 


Bank for International Settle- 
nts, though devoted largely to han- 
Ing reparations payments, Was ex- 


cted gradually to extend its services 
y dealings with central banks. Probably 
the proposed new bank is considered 
t be better adapted to long-term 
fnancing than is the B. I. S., which is 
under the necessity of keeping liquid. 
Underlying this proposal is a prin- 
ciple that is being rather freely in- 
voked in modern finance. It consists 
in what may be termed the refinancing 
ot credit obligations. This principle 
ppears in our Federal Reserve Act, 
is it does in various ways in some of 
ur other credit institutions. Carried 
to excess, it amounts to a pyramiding 
f credit, and it can undoubtedly be 
extended to dangerous limits. 
A bank of the character 
might make it easier for 


f 


indicated 


countries 








whose present credit is none too good 
to get loans they could not otherwise 
obtain, but this would not signify an 
actual change in their credit situation. 
It would simply mean that the central 
banks, in combination, would be willing 
to assume risks that none of them now 
are ready to take alone. Whether the 
liquidity of the world’s central banks 
should be thus threatened has not been 
shown by the proponents of the new 
bank. 

All this does not imply that inter- 
national lending co-operation is not 
desirable. But, if conditions in any 
country are such as to justify a foreign 
loan, such co-operation may now be 
had without resort to the creation of 
a new and cumbrous piece of financial 
machinery. The great central banks 
and the joint stock banks have, in many 
instances, displayed their readiness and 
ability to supply credit where the 
elements of sound credit were present. 


To form an organization for making 
loans on any other basis would be 
hazardous to those engaging in the 
enterprise. Presumably, their own 
guaranty of the credits would make 
the risk theirs and not that of the 
investor. But should such risk be 
taken? 


THE BURDEN OF TAXATION 
IBERAL appropriations for public 
continue to mark the 
policies of the vairous govern- 
mental bodies, from Congress on down 
to local boards. Taxes are growing at 
a much faster rate than wealth, but 
there seems no organized effective 
effort to curb this tendency. 
There died recently a manufacturer 
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of soup, leaving a fortune estimated at 
from $114,850,000 to $200,000,000. 
Newspaper reports state that the Fed 
eral Government is looking for some 
$9,500,000 of this in the shape of an 
inheritance tax, while the State of New 
Jersey hopes to get some $12,000,000 in 
the same way. But the State ot 
Pennsylvania, claiming that the manu’ 
facturer was a resident of that state at 
the time of his death, is asking an 
inheritance tax of $31,465,200 on his 
estate. 

Two questions arise in connection 
with this matter. The first relates to 
the abstract justness of the claims. Have 
the Federal Government and the states 
named conferred benefits upon this 
manufacturer sufficient to justify them 
in claiming the huge sums named? No 
doubt, justification, of a _ particular 
kind, can be claimed on the ground 
that they need the money. But that 
is hardly a valid plea. It is one that 
can be urged by necessitous individuals 
whose ethical standards are far below 
those commonly ascribed to govern’ 
ments. One would like to see a com- 
plete statement of the grounds on 
which these governments are seeking 
to appropriate so large a share of the 
manufacturer's wealth to their own 
use. 

But there is another interesting angle 
to the question. And it is this: Grant- 
ing that the claims against this estate 
are successful, will the use to which 
the money is put be as beneficial to the 
public as would have followed a distri- 
bution of his wealth by the man who 
earned it? In raising this question it 
need not be implied that, in all cases, 
the man who has the acquisitive faculty 
necessarily has also the wisdom to dis- 
tribute his wealth for the general good. 
But it would not be wide of the mark 
to say that, in the majority of instances, 
his judgment would be better than 
that of governmental agencies. Un- 
fortunately, the latter are often too 
much concerned in making use of their 
windfalls in conciliating groups of 
voters, ‘while the possessor of wealth 
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has in mind only the welfare of ma 


kind. 

There is another  considerati 
scarcely less important. Might n | 
more actual good be done had tl 


millions involved in this case been le 
in that form of business in which th. 
were amassed? The making of sou 
provided the soup be good, whi 
must have been the case in this 
stance, or it would not have resulté 
so profitably, is of undoubted benet 
to mankind. The expenditure of lar: 
sums appropriated by needy gover: 
ments, and employed in variou 
schemes for public improvement, is le: 
certain of beneficial results. 


BANKERS AND WAGES 


EPORTS have been spread t 
the effect that the bankers « 
the country are engaged in 

concerted movement to bring about 
general reduction in wages—not bh 
cause they are opposed to high wages 
but for the reason that such reductio: 
is an essential step in the restoratic: 
of prosperity. This charge ought not 
to require denial, since it is well know: 
that it is exceedingly difficult to get 
concerted action among the bankers o1 
anything, even where their own in 
terests are directly involved. A recent 
writer in these pages has 
that the American Bankers Association 
should agree on a banking policy, with 
special reference to the credit situation, 
but another writer has pointes! out how 
dificult it would prove to get that 
unanimity of opinion among __ the 
bankers of the country necessary to the 
carrying out of any general policy. 

THE BANKERS MAGAZINE has invited 
some of its readers to express their 
opinion on the question of wages, and 
replies to this invitation appear else- 
where in this number. It will be seen 
that generally these bankers deny the | 


suggested 


existence among the banks of the 
country of any concerted plan to re- 
duce wages, but that as individuals 


they do not regard such reduction as 


, 
9 











lesirable or necessary. Very likely, 
suld the inquiry be extended to in- 
lude a majority of the bankers of the 
nited States, it would be found that 
is is the general opinion. 
A few bankers, however, take a con- 
ry view. They say that if manu- 
turers and merchants find their in- 
es reduced, even to a point where 
fits have disappeared, there is no 
nd reason why the wage-earner 
ald not bear his proportionate share 
the loss. 

Those who this view hold 
a reduction of wages would curtail 
ng power at the very time when 
nerease of it is greatly needed. 

\s a matter of necessity the amount 
| out in wages has enormously fallen 
s a result.of the depression. This 
has been due to reduced hours of 
loyment, to unemployment, and to 

extent by an outright reduc- 
ot wages. 
Bankers no doubt hold diverse views 
the wage question as affected by the 
ression, just as others do. There is 
credible evidence that they are en- 
sed in a movement to bring about 
ve reduction. Certainly, most 
ikers would like’ to see the return 

prosperity without resorting to a 

wered wage scale. 


( »p pe se 


sSer 


—_ ae 


PROTECTING INVESTORS IN 
FOREIGN SECURITIES 
| MOVEMENT is afoot, sponsored 


by the Investment Bankers As- 
sociation, to form a Council 
Foreign Bondholders, organized for 

1 purpose similar to that for which an 
organization of a like name exists in 
London. Since our investors generally 
lack the knowledge of foreign securi- 
that would enable them to dis- 
criminate wisely in choosing them as 
investments, an organization of the sort 

| indicated could serve a most useful 
purpose in making available to the 
investor such information as would 


ties 


enable him to judge more accurately of 
foreign securities. 


value of The 


the 
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council could also be of service in 
taking steps to protect the interest of 
investors in various ways. 

The question naturally arises as to 
whether the activities of the proposed 
organization should be _ limited to 
foreign bonds only or extended to in- 
clude domestic issues as well. It may 
be considered, of course, that the ex- 
isting facilities are sufficient—the banks, 
and investment houses—and that it is 
much easier for the investor in domestic 
securities to keep track of his invest- 
ments than in the case where foreign 
bonds are involved. But a competent 
body, devoting its attention carefully to 
both foreign and domestic securities, 
might afford the investor much useful 
information not now readily available. 
The value of a security cannot be so 
accurately ascertained as to warrant 
any organization giving to it a certifi- 
cate corresponding to the sterling mark 
on silver, but reasonable assurance 
could be given that the security was 
free from legal and other defects. 


THE TARIFF CONTROVERSY 


UROPE is now engaged in a 
tairff controversy, provoked by 
the arrangement of a customs 


union between Germany and Austria. 
This agreement, which has not as yet 
been made effective, has aroused an- 
tagonism in France, and that country 
is seeking to counteract the German 
move by a general European tariff 
agreement, or in the event of the 
failure of so comprehensive a scheme, 
to bring about tariff reduction between 


certain countries. 

England is also in the throes of a 
tariff controversy, the Conservatives 
favoring protection and the Labor and 
Liberal parties holding out for free 
trade. Both sides of the controversy 


are presented with great ability, and 
it is rather difhcult for the inexpert to 
determine which side has the better of 
the argument. It seems fairly certain, 
however, that should a general election 
be held in the near future the protec- 





CO ns ere 
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tionist side would win. That is one only question to be considered is 
reason why Lloyd George, the Liberal whether, in view of our changed situ, 
leader, strives to keep the Labor Gov’ tion with respect to international tra le 


ernment in power against a time when 
the tide of public opinion may change. 

Nor is this country wholly exempt 
from a tariff discussion. Quite recently 
there have been two notable pronounce- 
ments on the subject, one coming from 
General Atterbury, president of the 
Pennsylvania Railroad Company, and 
the other from Dr. Benjamin Anderson, 
Jr., economist of the Chase National 
Bank of New York. Both these gentle- 
men hold that the American high 
tariff is delaying world recovery, and 
also that it operates to restrict our 
foreign trade. Although our foreign 
trade bears a small proportion to the 
domestic trade, and the latter 
large as to make our situation quite 
different from that which exists in 
England, it is well understood that the 
importance of the foreign trade of 
America is much greater than appears 
from its relative insignificance in 
volume as compared with commerce 
between the states. 

The American tariff 
anomalies. For example, there is a 
duty on sugar to encourage the produc- 
tion of sugar beets, an industry con- 
fined to a few states. There is a high 
duty on wheat, not so much to stimu- 
late the production of that grain, which 
is already too great, but to keep up its 
price. The duty alone not being high 
enough, Government buying of wheat 
has been resorted to with the same 
object in view. 

Economists in this country may de- 
plore the existence of our high tariff, 
but as the duties cannot well be 
lowered except through political action, 
the prospect for a reduction of duties 
in the near future is not promising, 
both the leading political parties being 
committed to a policy of protection. 

Admittedly, the tariff has greatly 
aided in the development of American 
manufacturing, and this development 
has been a source of employment to 
For this country the 


is so 


prese nts some 


our Wage-earners. 


and finance, a policy of protection st |] 
serves our purpose as well as it his 
done in the past. As to this there 
differing opinions. - It is hoped that t 


discussion now going on may clar 
the subject. 
THE RAILWAYS 
ET earnings of leading railw 
lines have declined to such 
startling extent as to. attra 
attention in financial circles. From t! 


standpoint of the investors in railw 
securities—the banks, insurance coi 
panies and individuals—and because 

the very important relation this maj 
industry sustains to the general pr 
perity of the country, anything mena 
ing the financial strength of the ra: 
ways becomes a matter of grave publ 
concern. 

Like other branches of industry, th 
railways are suffering from the gener 
depression. But they are being han 
pered in various other ways, of whic 
taxation, motor competitio: 
and Government-control may be mei 
tioned. The taxes levied against th 
railroads have increased in recent year 
at a much greater rate than the in 
other classes of property 
This disparity has been so great as t 
lead to the conclusion that some part, 
at least, of railway taxation is punitiv: 
rather than for the purpose of raising 
revenue. 

Motor competition and water trans 
portation—the latter indirectly enjoying 
Government subsidy—have also 
ously cut into the earnings of the rail 
ways. The hauling of freight and 
passengers, especially for short dis 
tances, is a development not likely t 
be reduced but to increase, and with 
benefit to the public. Nevertheless it 
complicates the railway situation, and 
introduces a problem that, in some 
way, will have to be faced. 

Legislation has been enacted which 


excessive 


crease on 


Ser 
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vould make it possible for a number of 
railways to consolidate into groups, 
d in this way effect economies in 
eration, but for some reason the con- 
dation movement has not made much 
idway. Mergers that are satisfac- 
to some lines are unfavorably re- 
ded by others, and even when 
ement is reached among the im- 
tant lines, the Inter-State Commerce 
nmission is displeased. 
he scope for efficiency in railway 
igement is rather narrow. Rail- 
vs must pay the taxes assessed against 
by the numerous taxing authori- 
They must pay the wages decided 
by labor unions, backed by powerful 
ical forces. They can only charge 
their services such rates as are 


authorized by the Government, acting 
through the Inter-State Commerce 
Commission. Even in the matter of 
issuing securities they no longer have a 
free hand. 

Under existing conditions improve- 
ment in the railway situation cannot be 
looked for by reducing wages or by 
increasing freight and passenger rates. 
Relief must come through lower taxes 
and through consolidations that will 
result in a saving in present expendi- 
tures. Governmental co-operation is 
essential to the application of either of 
these remedies. 

The more profitable operation of the 
railways is a matter in which the 
bankers of the country have a vital 


interest. 


Advocates Two Classes of Bank Directors 


r WO classes of bank directors—one 

active and the other advisory— 

are suggested by R. G. Babbage in 

cent letter to the New York Sun. 

active directors, under Mr. Bab- 

’s plan, would have the same re- 

nsibility that the bank directors 

ive today, while the advisory directors 

uuld have a limited responsibility. 
His letter follows: 


“The decision of our Court of Ap 
is in what is commonly known as 
the Mancuso case, involving the indict 
ent of certain directors of the City 
Trust Company, has brought to the 
tront the question of the criminal and 
wil liability of the inactive directors 
ot state banks and_ trust companies. 
The failure of this trust company and 
of other banks has very justly aroused 
much public criticism, which has brought 
ibout an endeavor to change the laws 
as to make the liability of directors 

ven greater than it is at present. 
\ “I take this opportunity to call at- 
tention to another of the ques- 
which also should be considered. 
At the present time it is difficult to un- 
derstand why men of standing are will- 


aspec 


tion 







ing to act as directors if they cannot, 
by reason of being engaged in other 
lines of business, devote the necessary 
time to perform their duties as direc- 
tors, when they may become liable both 
criminally and civilly if the bank be- 
come insolvent. There are in all banks 
a number of directors who do not take 
an active part in the management. They 
are asked to serve because of their 
standing in the community, to obtain 
special knowledge from them in _rela- 
tion to some line of business with which 
they are familiar, to influence their 
friends to do business with the bank 
and also to give experienced advice as 
to business questions submitted to them. 

“The great majority of directors 
would, I believe, be unable to demon 
strate that they have performed their 
duties as directors to the extent indi 
cated by the decision in the Mancuso 
case. If new laws be enacted increasing 
their liability these directors will resign 
or will have to rely on the honesty and 
ability of the active directors and the 
officers, as they do now. The banks, 
I believe, regard it as important that 
they should not resign. 


“The bank directors do 


not as a 
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rule realize the serious responsibility 
that they assume. If they were asked 
to sign an agreement that they would 
indemnify the stockholders and the de- 
positors against loss in the event of the 
bank’s becoming insolvent, few, if any, 
would take office, and certainly very few 
whose association would be of value to 
the bank. The banks should be per- 
mitted to surround themselves with the 
right kind of men without imposing 
upon those men the liability which 
would place them and all their posses- 
sions in jeopardy. 

“My suggestion is to amend the law 
so that a bank or trust company may 
have two classes of directors. One, 
active directors, who will have the same 
responsibility that directors have today, 
and the other advisory directors, who 
will have a limited responsibility. The 
advisory directors might be given the 
right to vote on the election of officers, 
but not otherwise. They might be ap- 
pointed on various committees by the 
active directors. They should have the 
right to receive notices of meetings of 
the active directors and attend such 
meetings and take part in any discus- 
sions thereat. They should, however, 
only be responsible for such wrongful 
acts as they would be responsible for 
as individuals if they had not been 
directors. 

“A bank, as the law is at present, 
can have a small board of directors and 
create an advisory committee from 
others than the board, if the members 
of such committee are willing to forego 


being called directors. Such a com- 
mittee would have much the same 
powers as the advisory directors. This 


shows that my suggestion is not at all 
revolutionary. If there were a board 


composed of active directors and a 
visory directors the public would 
protected to the extent that it woul] 
be if there were only active director 
The advisory directors might, howeve 
act as an additional safeguard, and ce 
tainly would have a tendency to he 
check on any wrong action by tl 
active directors. 

“Another suggestion which might a 
complish something to relieve the i 
active directors, but which I do n 
deem as satisfactory, is to have the by 
laws of the bank give to the officers an 
committees different duties and power 
so that they can perform these duti 
and exercise these powers without re! 
erence to the board of directors, « 
ratification by a resolution of the board 
This would obviate the directors ap 
proving matters which were of such 
nature that they could not become fa 
miliar with the details. I do not thin! 
a board should be asked to ratify anc 
approve a transaction without the di 
rectors having a knowledge of the facts 
connected therewith sufficient to justif; 
the approval. An example of this come: 
up in relation to the presentation of 
list of loans and discounts to the board 
which is so voluminous that it would 
take weeks to pass upon, and yet i 
many institutions these loans and dis 
counts are approved by the board with 
out examination, because it is impos 
sible to go into them at the meeting, 
and the board relies upon the fact that 
some committees or the officers have de 
voted their time to inquiring into the 
details and recommend their approval 

“Many laws and regulations which 
were quite proper in the past, when 
banks were small, are no longer suited 
to the great banks of today.” 





Bankers and Wages 


Bank Executives Deny Charges of a Concerted Movement for 
Wage Reduction — Favor Retention of Present Levels 


* OT only are the bankers of the 
United States not, as they are ac- 
A cused by Ethelbert Stewart, Com- 
ssioner of Labor Statistics, “hell-bent 
putting the wage scales back to where 
were in 1913,” but for the most 
they favor retention of the present 

> scales. 

These are the facts brought out in an- 

rs to a questionnaire sent out by THE 

\KERS MAGAZINE to bank executives 

wer the country, following the above 
ment by Commissioner Stewart, one 
Secretary of Labor Doak that such 
osals as had been made in regard to 
reduction had come from bankers, 
suggestions from other sources that 
nkers are engaged in a concerted 
vement to bring about a general wage 
uction. 
fo a man, the bankers denied any 
wledge of a concerted movement for 
eral wage reduction, which they 
re accused of leading, by William 
Green, president of the American Fed- 
ration of Labor, in an address last month 

‘tore the convention of the Brother- 

d of Railway Trainmen in Houston, 
Texas. 

F. O. Watts, chairman of the board 

the First National Bank in St. Louis, 
described the suggestion as “too absurd 
to require any detailed refutation,” and 
added that “in the first place bankers of 
the United States have no agency 
through which they could obtain any 
such concerted action, and, in the second 
place, an investigation would show that 
there is just as much difference of opin- 
ion among individual bankers on this 
question as among members of any other 
industrial group.” 

“Any suggestion that ‘the banks of 
the country are engaged in a concerted 
movement to bring about a general re- 
duction in wages,” is, to the best of my 
knowledge, an entirely unfounded and 


ridiculous statement,” said J. R. Nutt, 
chairman of the board of the Union 
Trust Company of Cleveland. 

Nathan Adams, president of the First 
National Bank in Dallas, Texas, stated 
that there had been no such action 
among the banks in his section of the 
country and added: “This institution 
has made no reduction in its salaries of 
employes and does not expect to do so. 
We believe that the matter of wages is 
a matter that should be considered only 
by each individual institution as its 
earnings increase or decrease.” 

As president of the American Bank- 
ers Association, Rome C. Stephenson is- 
sued a statement in defense of the bank- 
ers at the opening session of the associa- 
tion’s recent executive council meeting. 
He declared that changes in wage levels 
were controlled by impersonal economic 
principles and stated that bankers were 
no more to blame for lower wages for 
labor than labor was to blame for the 
lower wages (dividends) which capital 
is also receiving. 

“If any banker,” he said, “as an in- 
dividual student of conditions reaches 
a conclusion that wage cuts are inevit- 
able, he is fully within the rights and 
properties of his position to say so if he 
so desires, the same as any industrialist 
is entitled to the same say-so, or any- 
body else who takes the trouble to make 
himself conversant with conditions. But 
in expressing this opinion the banker is 
merely interpreting impersonal events 
and not expressing the personal desires 
of himself or his supposed class and I 
believe we should not hesitate to make 
this clear to the country, in view of the 
confusion that has been created in this 


respect ” 
ARE LOWER WAGES NECESSARY? 


When asked their opinions as t 
whether a reduction of the present wage 
715 
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scale is a necessary preliminary to the 
restoration of prosperity, the bankers’ 
answers were more varied, but the ma- 
jority of them expressed themselves as 
being opposed to any general wage re- 
duction. 

“We are making no general reduc- 
tions in wages in this institution. We 
do not feel that an action of this kind 
would bring about any revival of indus- 
try or prosperity,” said Herbert L. Chit- 
tenden, president of the First National 
Bank in Detroit. 

“I do not regard the reduction of the 
present wage scale as a necessary prelim’ 
inary to restoring prosperity—rather the 
reverse,” said William C. Redfield, presi- 
dent of the Brooklyn National Bank of 
New York. “The subject is large—one 
with many phases. One may not gen- 
eralize about it but in general I think 
the maintenance of wages necessary for 
prosperity and that there are other more 
effective ways of economy in produc 
tion.” 

Oliver J. Sands, president of the 
American Bank & Trust Company of 
Richmond, Va., says that while theoreti- 
cally it seems sound to reduce the cost of 
production along every line, he feels that 
in practice the reduction of wages would 
accentuate the present condition by 
creating labor unrest. 

“T am of the opinion,” he states, “that 
it would be inadvisable at this time for 
the major industries of this country to 
reduce the present wage scale. 

“While theoretically it would appear 
to be sound to reduce the cost of pro- 
duction along every line, the reduction 
of wages would in my patente accen- 
tuate our present difficulties by creating 
labor unrest, and by reducing the pur- 
chasing power of those who are em- 


ployed. Every possible means for in- 
creasing efficiency and reducing costs 
should be availed of before the wage 


scale is reduced. In my judgment, the 
present condition will be gradually alle- 
viated by normal demands for replenish- 
ing stocks of merchandise, and while it 
might seem to be better to have a larger 
number employed than at present even 
on a lower wage basis, 


I am doubtful if 
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that would materially increase consump | 
tion. 

“The standard of living should be 
constantly improved, and this cannot be 
accomplished on a low wage basis.” 

Henry M. Robinson, chairman of the 
board of Security-First National Bank | 
of Los Angeles, favors the maintenance 
of high wages in industry for several ra- 
sons other than the economic, “but %n 
the economic ground because incre 
ingly more people must be employed 
so-called luxury products that can be p 
duced on a sufficient scale to abs 
workers displaced in other industries, 
the buying power of the great mass 
the people is maintained at a high levi 

While it may become necessary wih 
individual concerns to reduce wages, 1s 
a general proposition it is difhcult to 
how the return of prosperity will 
hurried by reducing the purchasi 
power of the laborer, according 
Edward W. Decker, president ot 
Northwestern National Bank of Mint 
apolis. “It seems quite clear to me, 
says, “that a reduction in wages cor: 
sponding to a reduction in the cost 
living is justified and necessary, but | 
should dislike very much, indeed, to s 
the purchasing power of labor reduced 
in relation to the amount of goods which 
it will buy; in other words, I would 
think it most unfortunate to have labor s 
proportionate share of prosperity 1 
duced.” 


OBLIGATION TO REDUCE UNEMPLOYMEN |! 


—— 


Staggered and part-time employment 
is reducing actual money wages in mai 
concerns, according to F. O. Watts, 
the First National Bank in St. Louis. 
who believes that employers, employes 
and the public all have an obligatio: 
to reduce unemployment as much as 
possible. 

“Many wage earners,” he said, “s 
now receiving only two or three days 
work a week and this manifestly means | 
reduction in money wages. In some cases 
there have been reductions in the unit 
money wage. There has been a wide 


spread disposition on the part of employ 
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| ers during these trying times to spread 
ut wages so as to benefit as large a 
imber of wage earners as possible, thus 
lucing the distress that would have 

urred in a greater measure if such a 

icy had not been followed. 

‘Then, too, the very marked reduc- 
which has occurred in commodity 

es has reduced to a certain extent the 
ffects, in that the purchasing power 

the dollar in consumable commodities 
nuch greater than it was two years 
The industrial depression has not 
about by any overt act on the part 
mployers or any other class of people 
can it be corrected by any similar 
». It is of a world-wide character 
while some improvement is being 
ated, yet it will doubtless take a 
iderable period of time before pros 
is conditions can prevail. 

In the meantime, employers, employes 
the public have an obligation to re- 
as much as possible the unemploy 

| t Employers must be willing to 
id out as thinly as possible the work; 
loyes must be willing to share the 
k with fellow employes, and the 
lic at large must be willing to con 
ute and relieve the acute distress of 
rving individuals who cannot obtain 
employment.” 


SOME SALARIES OUT OF LINE 


A number of bankers answering the 
juestionnaire expressed the belief that 
some industries salaries might be out 
line, or that in individual concerns 
same thing might be true, and that 
these cases wages should be reduced. 
Among these is Thomas R. Preston. 
president of the Hamilton National Bank 
Chattanooga, Tenn., and a former 
president of the American Bankers 
Association. 
“There is no concerted movement 
imong the bankers of the country, so 


far as 1 know,” observed Mr. Preston. 
to bring about a general reduction of 
{ wages. There is, however, a wide- 


spread belief on the part of bankers and 
everyone else, that along some lines there 
should be a readjustment of wages, as 
some are entirely out of line. I would 


a 





not, myself, favor a general reduction. 
notwithstanding the fact that the pur 
chasing power of the dollar now is much 
in excess of what it has been. 

“T believe if there was a readjustment 
of wages it would hasten the restoration 
of prosperity and give labor more pet 
manent employment, and be better tot 
labor itself.” 

J. R. Nutt of the Union Trust Com 
pany of Cleveland feels that on the 
whole wage reductions should be re 
sorted to only after every other possible 
means of economizing has been put into 
practice and that “any reduction of the 
wage level to a point which would lower 
our customary American standard ot 
living would tend to retard the business 
recovery rather than assist it.” 

“Our attitude on this subject may be 
briefly summed up,” he says, “by a quo 
tation from our own business magazine, 
Trade Winds, where, in discussing the 
long-term outlook, we say, “Our prosper 
ity will continue if and insofar as busi- 
ness succeeds in some way in maintain 
ing the purchasing power of the great 
mass of people who constitute the ulti 
mate consumers of goods.” It follows, ob- 
viously, that maintenance of wages at 
fair levels is necessary, in order to main- 
tain purchasing power. 

“It is very likely that before we have 
completed the cycle of the present de 
pression, some wage reductions in some 
lines will be made through sheer pres 
sure of immediate economic necessity. It 
may be well that some few 
lines have been so high as to be clear out 
of line with the general economic struc 
ture, and that in these cases wage re- 
adjustments will prove inevitable, just as 
price adjustments have proved inevitable. 
It is true also that wage reductions of 
moderate proportions should work little 


Wages 1n 


hardship because the cost of living has 


declined to a similar extent.” 
FAVORS INCREASES, TOO 


Wages that are out of line, whether 
too high or too low, should be corrected, 
in the opinion of F. L. Lipman, presi 
dent of Wells Fargo Bank & Union 
Trust Co., of San Francisco. 
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“Every business enterprise,” he says 
“must consider this question by itself be- 
cause it alone can judge the wage posi- 
tion in which it stands and the history 
and development that have led up to it. 
Generalizations have here little validity. 
Indeed a correct generalization could 
only be construed by taking the case 
individually and adding the results 
together. It is self-evident that if a 
business enterprise can have its work 
done at lower wage costs without im- 
pairing efficiency, it will have more in- 
come left for corporate and other pur- 
poses, but the nub lies in the efficiency 
for, while the individual worker sells 
his time for so much a day, the enter- 
prise buys the time as a part of the cost 
of its product. With management, 
therefore, an enterprise might even be 
able to lower its costs while increasing 
the pay of its labor. 

“There is doubtless merit in the idea 
that labor well paid distinctly increases 
the demand for consumable commodities, 
but most businesses are not large enough 
to enjoy a profit on sales as a conse- 
quence of increasing payments to its 
own labor. Workers consist of men and 
women, human beings, the same as top 
management, the directors and stock- 
holders; a fact which apparently is being 
recognized today more than ever before.” 

The only group action that has been 
taken by bankers in regard to wage re- 
duction occurs in a report of the Com- 
mittee on Stabilization of the Money 
Standard of the Missouri Bankers Asso- 
ciation which, in its annual report, ad- 
vocated wage reductions unless “the gen- 
eral level of prices shall be made to rise 
again.” 

“Of course, it stands to reason,” says 
the report, “that industry generally can- 
not continue to pay the old scale of 
wages if it cannot sell its products in 
volume and at the old prices. A few 
businesses might continue to pay the old 
wage, even though prices were reduced, 
but it is hardly likely that there could 


un 


be devised general economies large 
enough to counteract such a fall in the 
general level of prices as has recently 
taken place. The only possible alterna: 
tive, therefore, to general wage rediic- 
tion, is that the general level of prices 
shall be made to rise again until it | as 
regained at least a considerable part of 
its recent losses. How to cause this to 
happen is the world wide problem of te 
moment.” 


A THREAT TO BANKERS 


A threat to bankers who advoc. re 
wage reductions and force employers ‘o 
impose such reductions was made by Mr. 
Green in his Houston address. 

“Those banking and financial re» 
resentatives,” he said, “who are advoc 
ing wage reductions and forcing empl 
ers to impose reductions in wages are 
assuming grave responsibilities. Alreacy 
the wage-cutting policies adopted by 
some employers are producing a most 
unfavorable social and economic effect. 
Unemployment continues; buying lags; 
social unrest is increasing; human dis’ 
tress is becoming more acute. Mean- 
while extreme and impatient proposals 
are being advanced and sympathetically 
considered as remedies for the nation’s 
economic ills. 

“Banking interests which are forcing 
reductions in wages and those employers 
who are responding to this harmful in 
fluence must accept responsibility for a 
continuation of the existing unemploy 
ment situation. Bad as it is and bad as 
it has been, it will be infinitely worse if 
the nation is forced to pass through an- 
other winter of unemployment. Hunger 
knows no law. It creates social unrest, 


which, in turn, produces grave disorder. 
When such a stage is reached public 
opinion will not fail to hold wage-cut- 
ting influences responsible for the sut- 
fering and distress which millions of 
men, women and children are forced to 
undergo.” 








Banks in the Small-Loan Field 


Ranks Can Become a Dominant Factor in the Personal Finance 
Business, But It Has Limitations and Pitfalls 


By A. W. Woops 


& T the present moment, when the 
A\ movement among commercial 
é bankers to establish personal loan 
irtments seems to be rather well 
r way, it is interesting to observe 
differences of opinion evidenced 
ng large and small bankers in this 
yaratively new venture. Wide- 
ke bankers are seeking factual in- 
ation; many of the most conserva- 
type look with pronounced favor 
the idea, and many others seem 
ent to await future developments, 
let someone else pioneer the busi- 


What then is the present outlook, 


li 


than $500,000,000 was loaned by the 
personal finance industry during 1930 

Credit unions have also built up a 
business estimated at $65,000,000. These 
figures challenge the banker, and have 
a tendency to cause him to pause and 
reflect. The question that naturally 
arises is whether or not he is overlook- 
ing a fertile field over which his pres 
tige, capital and standing entitle him to 
operate. Is he losing good business that 
he should have? 

The writer's personal experience in 
the banking business long con 
vinced him that there was entirely too 
large a percentage of people who had 


ago 








“Commercial banking is a highly specialized business requiring 
scientific management. ‘Trust company, personal finance, industrial 
loan, and other agencies engaged in some form of banking are also 


highly specialized 


each differs in administrative features. 


It is 








wise, therefore, to use caution in co-ordinating these various 
i activities.” 
ind what fundamental factors should no regular banking credit. He also 


ye studied and analyzed at this time by 
bankers who contemplate entering the 
feld of industrial finance? 
The growth of so-called industrial 
banking in all its many branches and 
the entire subject of remedial and con- 
sumer credit, with their impressive fig- 
ures, at once become an_ interesting 
study and a challenge. 

Most bankers are familiar with the 
growth and operations of the Morris 
Plan companies. They have made a 
phenomenal success; report resources in 
excess of $200,000,000 and have made 
advances involving more than $1,250,- 
000,000. It is also significant that more 









learned that character and earning 
ability were an excellent basis for credit. 
Of late years this theory has been 
proved beyond cavil. 

The writer is not, however, fully 
convinced that the present trend of 


affairs demands the entry of commercial 
banks into the personal finance business. 
Outstanding leaders believe that it 
would be expedient for some banks and 
injurious to others. There are, how 
ever, intangible factors to consider, and 
much research work necessary before 
any bank should enter this field of 
activity to any considerable degree. 

It is true that banks and trust com- 
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panies could very quickly become a real 
menace to other institutions now ac- 
tively engaged in the business, but their 
present knowledge and the viewpoint 
held by many is a deterrent and handi- 
cap to their future success. There are 
limitations to the business, and numer’ 
ous pitfalls to be avoided. It is well to 
take cognizance of the cogent factors 
that enter into the problem: 

FACTORS ENTERING 


INTO PROBLEM 


A. The field of co-maker loan busi 
ness is rather limited. Various agencies 
are now contending for the business on 
a highly competitive basis. The careful 
banker has long advised his customers 
not to sign other people’s notes—he 
must change fronts and advise individ- 
uals to sign each other's notes if he 
would succeed in the personal loan field. 
A large number of worthy people can 
not get signers, and many will not at 
tempt to. When engaged actively in 
the co-maker loan business, the writer 
found hundreds who would rather go 
to a personal finance company which 
took chattel loans and pay a much 
higher cost than to borrow from the 
bank at a lower rate. 

On the other hand, there are many 
willing to ask other people to sign their 
notes. The point the writer wishes to 
make is that the percentage of good 
co-maker loan business is comparatively 
low at this time. However, with a 
proper understanding of the subject the 
business might be enlarged. 

B. The general run of banks is not 
organized or manned to operate suc- 
cessfully a personal loan department. 
In the first place, it requires an ex- 
perienced, able man to manage the de- 
partment. It is very apparent that 
there are few qualified men available. 
There is, however, some good material 
that can be secured at a cost of from 
$300 to $600 a month. 

It seems that banks do not know 
where to seek for men capable of man- 
aging a department of this importance. 
The business requires a high regard for 
human values often lacking in many 


banking institutions. A practical, scie: 
tifically organized, collection departme: 
somewhat different from the system 
used by most banks, is absolutely necx 
sary. 

The business is educational in its 
nature, and the manager who is not 
apt student and an outstanding instru 
tor is not very much good. The ge: 
eral atmosphere of a bank is not helpfu! 
in attracting business. 

The writer heard recently of a ma 
who went to a bank for a loan. H 
later stated that the bank’s condescenc 
ing attitude and indifference made hii 
feel very uncomfortable, and that | 
went to a personal loan company, an 
paid 3 per cent. a month in preferenc 
to dealing with the bank. 

Banks, to succeed in this line of bus: 
ness, must not be too high and mighty 
Borrowers of this class require a specia 
kind of treatment. Many of the per 
sonal loan companies are well organized 
well capitalized and know their busines 
thoroughly. Service and _ courteou 
treatment, with them, is of first impor 
tance. The writer, therefore, concludes 
that banks will have to change thei: 
way of thinking and acting if they ever 
hope to make any money out of a per 
sonal loan department in this age ot 
competition. 

C. Banks are attempting to make 
rate that is unprofitable. Leading au 
thorities agree that a charge of $8 pet 
$100 loan, deducted in advance, is 
necessary if a fair profit is to be realized 
It is not a question of interest only 
the investigation costs of maker and 
signers, collection charges, advertising, 
and other costs, and the small advances 
must be considered in fixing charges 
It costs as much to place a $100 loan 
as one for $1000. The average ad- 
vances vary with different companies. 
from $150 to $250, depending on the 
business policy of the company. 


LOSSES 
D. According to 


various reports, 


losses run from one-quarter to one-halt 
Among the higher class 


of 1 per cent. 
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institutions the latter figure, according 
to the writer’s own experience in mak- 
ing co-maker loans, is about correct. Too 
small a loss ratio is not conducive to a 
profitable business. 
Experience has demonstrated that 
sattel loans on household goods, per- 
nal effects and automobiles, are just 
safe and profitable as co-maker busi- 
ss, and the in much 
rger volume. A special technique for 
ndling the business is necessary.  Fi- 
marked ad- 
banks in handling this 
of business, even though they 
rge from 2 to 3 per cent. a month. 
find the borrowers, in numerous 
willing to pay extra for the ser- 
and convenience that they get. 
Recent industrial trends and eco- 
ic conditions have brought forth a 
of so-called industrial banking 
trumentalities of various classes. It 
xceedingly hard to classify them. 
picture, as we gaze on it, presents 
\aotic appearance. We find so-called 
lustrial loan companies, industrial 
banks, personal finance, credit 
ions, chattel loan, salaried loan, Mor- 
plan, general finance, and various 
ther agencies competing for business. 
This has a tendency to cause con- 
rvative bankers to examine the whole 
structure, and to attempt to differentiate 
between them. The question is “What 
does the individual banker wish to do?” 
Does he wish to run a commercial 
bank, or engage in some other phase of 
banking, or does he prefer to select 
several kindred lines that can be 
ordinated properly and made to operate 
successfully? It is an individual prob- 
lem, in the final analysis, for each in- 
stitution to decide for itself. Some of 
the commercial banks will undoubtedly 
lose some of their business and some 
prestige if they attempt to specialize in 
several of the activities under dis- 
cussion. 
F. There are unmistakable evidences 
that a new era in financing has arrived. 
Men of vision have long foreseen the 


business exists 


nce companies have a 


tage over 


co- 


trend and attempted to 
changed conditions. 

A more logical and equitable dis- 
tribution of credit among the masses, 
and more elastic and scientific banking 
laws are of paramount importance. 
When one considers that perhaps only 
about 15 per cent. of the people are 
now enjoying banking credit, it would 
appear that the basic structure of the 
nation’s banking system is weak in some 
place. It is littke wonder that banks 
ire seeking to extend their lines of 
activity into new channels. 

In the final analysis, the writer's 
recent investigations, and his own ex- 
perience in both commercial and indus- 
trial banking, convince him that: 

(1) Banks may operate a personal 
lean department successfully, but that 
it is not expedient for many of them 
to do so. 

(2) Banks could successfully con- 
duct an industrial banking business in 
most of its aspects, but if they do the 


meet the 


commercial end of their business will 
suffer some. 
(3) No bank should enter the field 


of personal finance believing that large 
profits will follow quickly. 

(4) Commercial banking is a 
highly specialized business requiring 
scientific management. Trust company, 
personal finance, industrial loan, and 
other agencies engaged in some form 
of banking are also highly specialized 
each differs in administrative features. 
It is wise, therefore, to use caution in 
co-ordinating these various activities. 

(5) The deciding factors that stand 
out most forcibly are organization and 
management. Few bankers seem to 
realize the full import of these two 
requirements. 

A rather large volume of individual 
loan business is necessary if a bank 
expects to make any money out of the 
department. There are, however, 
features of an intangible value that 
are indirectly profitable to the bank. 
The beneficial results depend  alto- 
gether upon the business policy and 
system of operation. 





Big Banks and Small Accounts 


HAT big banks are not always 

scornful of small accounts or small 

businesses is pointed out by W. 
M. Baldwin, president of the Union 
Trust Company of Cleveland, in an 
article which appeared recently in Na- 
tion’s Business. 

The theory is, according to Mr. 
Baldwin, “that as a bank enlarges to 
meet the requirements of big business 
it loses interest in the small concern, 
either because those accounts are not 





W. M. BaLpwin 


President of the Union Trust Company 
of Cleveland. 


sufficiently profitable or because all of 
its executive energy is devoted to the 
affairs of the larger ones. While that 
may be true in part of an investment 
bank, or of certain other types of in- 
stitutions performing a highly specialized 
and limited function, the attempt to 
apply it to the all-round commercial 
bank merely shows a complete lack of 
knowledge of the purpose and function 
of such an institution.” 

“The error begins,” 


T22 


he goes on, 


“when men liken a bank to a manu 
facturing or mercantile business. It 1 
true that they are alike in some re 
spects, but it is equally true that they 
differ diametrically in others. Both ar 
organized for profit, but the bank’s re 
sponsibility actually begins where that 
of the commercial enterprise ends. It 
is as though a manufacturer buying 
materials were required to render a1 
account to his suppliers of the uses hé 
had made of them, and then to return 
the materials, together with a payment 
for their use. This is no more ridicu 
lous than to compare the product of 
banks with that of the business which 
they serve. 

“An industrial organization that ex- 
pands that it may qualify to handle 
larger orders frequently finds it un- 
profitable, on the new scale of opera 
tions, to pay as much attention as it 
previously did to small accounts. It has 
no obligation—or at best a temporary 
one—to the small accounts that may 
have been on its books. Whatever 
obligation it may have to any one com 
munity in which it may be operating 
is incidental. The banker, on the con- 
trary, finds his obligation to the small 
account increasing with the expansion 
of his institution. He must even handle 
many accounts which are not immedi- 
ately profitable. Part of that obligation 
arises from the duties he has assumed 
with respect to big business, and part 
of it comes from the large bank’s posi 
tion in its community. 


EXAMPLE OF PERSONAL LOANS 


“A general and nation-wide illustra- 
tion of this tendency is found in the 
entrance by commercial banking institu- 
tions during the last few years into the 
field of personal loans to wage and 
salary earners. 

“With few exceptions, the leaders in 
this movement in every locality have 
been the larger banks. I would venture 
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to say also that in nearly every in- 
stance the adoption of such.a_ personal 
loan program has been the direct result 
or extension of a definite loan program 
for the improvement of servicing to 
small commercial and industrial ac- 
ounts, just as the attention being paid 
to those accounts is an extension of the 
rvice to big business. 

“The growth of branch, chain and 
sroup banking is another and even more 
specific evidence of this point. Persons 
unfamiliar with the credit system of the 

untry often regard this development 
s an exclusively competitive effort—the 

nsequence of a battle among banks 
ra larger share of the visible business. 

‘Undoubtedly competition enters; but, 
n my opinion, that is effect rather than 

iuse. The economic need for more 
nd better banking facilities for the 

.all account as well as for the larger 

is the prime mover—the demand. 
Big business is making available the 
iecessary facilities to meet this demand. 

“The accounts of small business are 
profitable as a whole, however,” Mr. 
Baldwin says, “not only because they 
bulk large in the aggregate and thereby 
issist In maintaining the bank’s position, 
but because these small businesses are 
definitely related to and, in fact, pro- 
vide part of the foundation of existing 
big business. In addition they repre- 
sent the source and beginnings of the 
hig businesses of the future. The trade 
f the big corporation is more profitable 
ind requires less supervision in detail 
but in the long run the only way to 
set and hold that trade is by growing 
up with the small company. 

“This fact has become so manifest in 
our (The Union Trust Company of 
Cleveland’s) experience that we have 
found it oftentimes more important in 
our business extension department to 
pay attention to the holding and de- 
veloping of existing accounts than to 
getting new ones.” 

According to Mr. Baldwin, “tone rea- 
son for the banker's increasing interest 


in small concerns is that he actually has 
more time to devote to them as the per- 
centage of his assets invested in big 
business increases. 

“The explanation is quite simple. A 
corporation large enough to be called 
big in the modern American sense gen 
erally has a financial staff that makes 
any great amount of supervision by its 
bankers unnecessary. As a result, the 
million-dollar credit often takes less of 
a banker’s time than one of $5000. 

“The extension of credit—and of the 
other facilities which banks have to 
offer—has been under way for a quarter 
century, with especial impetus since the 
World War, but it is by no means ex’ 
hausted. I do not expect to see it 
carried to the point where we may 
eliminate failures, for bankers do not 
pretend to be omnipotent, but I do be- 
lieve we are nearing the day when no 
business man need run into bankruptcy 
through lack of expert financial advice. 

“Contrary to opinions frequently ex- 
pressed by those unfamiliar with good 
banking practice, I do not think it has 
ever been particularly difficult for the 
small company to get bank credit in 
this country. It has been difficult, how- 
ever, for the managers of many such 
companies, untrained in financial meth- 
ods, to learn how to command banking 
co-operation. In the past the banker 
simply did not have the time to train 
the small account. 

“We are making credit easier for the 
small concern in this country because 
our banking system is now being geared 
up to supply the information that the 
merchant or manufacturer not 
have the facilities to acquire by himself. 
Scores of instances in our records show 
where this has been done even when 
there was not profit in the initial 
transaction, and occasionally none in 
sight for several years. The profit of 
the bank in a group of such instances 
is acquired through the building up of 
the community and through the new 
business accruing from this growth.” 


rel yes 








Instalment Payment for Large Loans 


Morris Plan Bank of Virginia Lends Large Amounts to Banks, 


Corporations and Individuals 


on a Monthly-Deposit Basis 


By JosePH E. BiRNIE 


Assistant Cashier, Morris Plan 


NPARALLELED have been the 
| | changes wrought in the banking 

profession in the last few years, 
and not the least of these changes by 
any means has been the remarkable 
growth and development of so-called 
industrial banking. When the first in- 
dustrial bank that America had seen— 
the Fidelity Savings and Trust Com- 
pany of Norfolk (now the Norfolk 
ofhce of the Morris Plan Bank of 
Virginia)—opened its doors on March 
23, 1910, it was primarily for the 
purpose of serving the 85 per cent. of 
the population which prior to that time 
had been deprived of the legitimate 
banking facilities to which the 15 per 
cent.—the “upper crust’ 
titled. 

Loans were made in the belief that 
character, plus earning power, was the 
best sort of security. The plan was 
founded on that sound economic prin- 
ciple that required amortization, or 
“setting up, out of current income, a 
proportionate reserve to meet the obli- 
gation at maturity.” The early days 
of the new character-credit bank saw 
for the most part small loans of never 
mere than a few hundred dollars gen- 
erally made to laborers or small-salaried 
clerks, usually for remedial purposes. 
But that was twenty years ago. 

Today, this bank still makes small 
loans, ranging from $50 up. It num- 
bers among its best and most respected 
customers—just picking them at random 
—a street sweeper, a young girl whose 
salary is $18 a week, and a sixty-five- 
year-old night watchman. But—and 
this brings us to our point—it does not 
today limit itself to small loans. A 
member of the board of aldermen of 
the city which employs the street 


were en’ 


724 


Bank of Virginia, Richmond 


sweeper has had seven loans rangin: 
in size from $1200 to $7200, four ot 
them having been for the latter amount 
an official of a great international o1 
concern for which the $18-a-week gir 
works has borrowed in excess of 
$25,000 from this bank on one loa 
transaction; the president of the hug 
railroad which employs the night watch 
man has been a co-maker on notes 1 
the bank for lesser amounts; while 
high official of another large corpora 
tion makes loans with the bank annu 
ally for the purpose of sending his soi 
to an art school in Europe. The bank 
loaned an outstanding educator $140( 
for investments; a prominent physiciat 
borrowed $1200 to consolidate his out: 
standing obligations, and another bor- 
rowed $1500 to curtail the mortgage on 
his home. Loans were made to two 
drug stores for $3600 and $4500, re 
spectively, to finance equipment pur 
chases; a bank president borrowed 
$16,000; and a general merchant was 
loaned $8000 for furthering his opera 
tions; the Morris Plan Bank of Virginia 
has loaned other banks and _ finance 
companies as high as $60,000 each in 
order that they might further accommo 
date their own customers. A loan of 
$25,000 was made to a denominational 
college, while lines of credit to dealers 
handling instalment paper run from 
$10,000 to $100,000. 
PAID ON AMORTIZATION BASIS 

And, you ask, are loans in such large 
amounts handled on an amortization or 
monthly-deposit basis? And are they 
paid out in twelve months? The answer 
is emphatically, “Yes, in every case.” 
The account is desirable, the security 
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is excellent, the method of liquidation 
out of income is sound in principle and 
ittractive to the borrower, and the 
profit to the bank is fair. And what 
is more, the out-of-pocket cost to the 
orrower is but $48 per $1000. The 
guired monthly deposit on a loan of 
0,000 for twelve months is $5000; 
a $25,000 loan, $2083.33, or one- 
lfth of the face of the loan in any 
The discount rate on loans of 
s'j00 and more is 6 per cent. per 
um, without any additional charges. 
(The bank charges a small fee on co- 
er loans of less than $1000 to help 
‘ay the costs of the tedious in- 
vestigation.) Following the principle 
eived and the precedent established 
this bank in 1922, it pays 3 per 
per annum, figured on a quarterly 
. on the required monthly deposits 
nst loans, provided the deposits are 
promptly in accordance with the 
ower’s schedule. 
Here is an example of the cost of a 
of $1000 for twelve months: 


Amount cof Maan. ovitieis:s'ealesiedic $1000.00 
iscount at 6 per cent. for twelve 


QHONE 9 nat oats Sa wletiae ewe 60.00 
per cent. interest allowed on 
twelve monthly deposits of 

S050) MAEM oss Sica ease tas 11.20 

Net cost Of Iwan 646s che icwts 48.80 


The out-of-pocket cost to the cus- 
tomer is $48.80. But what is the dif- 
ference in the actual interest rate on 
the loan, taking into consideration the 
loss to the customer of the use of the 
monthly deposits, as compared to the 
interest rate on the average commercial 
bank loan? Just .43 of 1 per cent. 
A customer borrowing $1000 begins 
at the end of thirty days to deposit 
$83.33 monthly in a collateral savings 
account and thus maintains an average 
balance of $458.3 By figuring 6 per 
cent. discount on the $1000, and allow- 
ing a 6 per cent. cost to the borrower 
on the $458.31, the gross cost is $87.50 
($60 on $1000 and $27.50 on $458.31 
at 6 per cent.). Against this the bank 
allows the customer $11.20 interest on 
his deposits (3 per cent. computed on 


a quarterly basis), making a net cost of 
$76.30, or an actual interest rate of 
7.63 per cent., as compared to the in- 
terest cost of $48.80. If you figure a 
$1000 loan from the usual commercial 
bank at 6 per cent., against which you 
maintain a 20 per cent. non-interest- 
bearing balance, the rate is exactly 
7.20 per cent., so that the amortization 
loan, with its many advantages, is .43 
of 1 per cent. more expensive for a 
pre-arranged twelve months’ period 
than the loan on the commercial bank 
ninety-day basis without guarantee of 
three renewals. 

The issue of the borrower then is 
whether the .43 of 1 per cent. is a 
reasonable cost for a twelve months’ 
amortization type of loan as against 
the usual ninety-day maturity and the 
risk of non-renewal. In the Morris 
Plan Bank’s experience this cost is 
being gladly borne in ever increasing 
numbers by individuals and corpora- 
tions commanding ample commercial 
bank credit, the worth of which cus- 
tomers ranges from income only to 
more than a million dollars. 

SPECIAL SERVICE FOR LARGE BORROWERS 

During the year 1930 this bank 
handled a total loan and acceptance 
volume of $11,800,000 involving 38,833 
individual transactions, and of _ this 
volume $2,894,200 was loaned out in 
1047 loans averaging $2764 each. So 
popular has this service become that 
the bank has had to establish a special 
department for handling these large 
loans, under the direct care of a vice- 
president of the bank. A section of 
the lobby in the main office has been 
especially fitted up and set aside for 
the use of large loan customers, so that 
the busy executive can transact his busi- 
ness with dispatch and the time con- 
sumed in handling the transaction be 
thereby reduced to a minimum. After 
these large loans are made, they are not 
handled in the regular routine, but are 
followed up individually by an officer 
of the bank. On those that become de- 
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linquent no form notices are used, but 
rather telephone reminders and _per- 
sonal letters from an official of the 
bank go out. The patronage has been 
so large that this bank’s per capita loan 
volume is larger than that of any so- 
called industrial bank in the United 
States. The security accepted is that 
normally required in all of its loans— 
satisfactory indorsement or marketable 
collateral. 

The bank recognizes the fact that 
large loans of this type require the 
utmost caution, diligence and precision 
in making and handling. The dangers 
of this highly specialized type of loan 
are numerous to the inexperienced— 
and it is only after years of experience, 
coupled with intense study and re- 
search, that the Morris Plan Bank has 
entered this field on so broad a scale. 

The number of customers served has 


constantly increased. The horizons hav 
constantly broadened and the bank’ 
groups of patrons now range from th 
humblest worker to the securely en 
trenched capitalist, from the small mer 
chant to the large corporation. But a 
no time has it relaxed from the prin 
ciple that every loan made must b 
upon the amortization basis—settin 
up each month a proportionate depos! 
that will amortize the loan whether it 
maturity is 120, 180, 210, or 360 day 
hence. The bank is adamant in refus 
ing to make 30, 60 or 90-day loans o1 
a commercial basis—after lendin 
$45,000,000 it is more convinced thai 
ever that “character, plus earnin 
power” is the soundest security, an 
whether collateralized by indorsement 
or marketable securities, character, plu 
earning power, 1s the greatest facto: 
entering into the credit risk. 





oe KEYSTONE VIEW CO., NEW YORK 


The American financial commission which has been reorganizing the finances of Peru, 


on its return to New York. 


Left to right, front row: Dr. John P. Wernette, Dr. 
Edwin W. Kemmerer, head of the commission, and S$. W. Morgan. 


Back row: Dr. 


Paul M. Atkins and J. T. Byrne. 





The Future of the Railroads 


A Group of Railroad Executives Express Their Views on the Situa- 
tion at the Request of The Bankers Magazine 


HAT is the future of the rail- 


roads? Can they be returned 
to a better paying basis? And, 
so, how? 
With the constant decline in their 


which have reached a 
igerously low figure this year, these 
tions are causing deep concern on 
ides, and especially among thought- 
bankers, for banking institutions 
and trust companies, and national, 
private and mutual banks——own 
40 per cent. of the $11,500,000,- 
worth of railroad bonds in the 
ls of the public, or approximately 


earnings, 


$4.600,000,000 worth. 
There is talk of mergers to correct 
t situation by their subsequent 
iomies of operation. There are 


sestions of lower taxes, increases of 
rates and regulation of competing car- 
rs. Mention is made of more efh- 
nt management and_ reduction of 
What is the solution to this problem 
of vanishing earnings of one of the 
untry’s largest and most basic indus- 
tries? 

If any one group of men should be 
able to answer this question correctly, 
it should be the railroad men them- 
and with this in mind THE 
BANKERS MAGAZINE wrote to a number 
of railroad presidents to get their 
views as to the best means of correcting 
the situation. While their suggested 
solutions of the problem vary, the fact 
that none of them feels that it is in- 
capable of solution should, in_ itself, 
furnish encouragement to the banking 
fraternity. 


—_— 
selves, 


CAUSE OF PRESENT PLIGHT 


L. A. Downs, president of the Illinois 
Central System, blames the present 
plight of the railroads upon three 
factors: the present depression, the in- 


roads which have been made upon 
railway transportation by other methods 
of transportation, and the policy which 
has long been followed of restricting 
the railroads to a too narrow margin 
of net earnings. The last two have 
been eating away at the railroads for 
several years, he says, but it has taken 
the losses growing out of the business 
depression to expose the full effects of 
what had been occurring. 

The return of prosperity will do 
much to solve the question of declining 
earnings, in Mr. Downs’ opinion, but 
none of the remedies suggested will 
alone prove a cure-all. Out of them, 
however, may be evolved, he says, a 
composite remedy for the ills of declin- 
ing earnings. 

A somewhat similar remedy is sug- 
bested by Fred W. Sargent, president of 
the Chicago and NorthWestern Rail- 
way Company. In some cases mergers 
would be of assistance, according to 
Mr. Sargent. In some rates 
should be lowered; in others increased. 
Lower taxes, he feels, are essential, as 
is the subjection of competing carriers 
to the same general restrictive regula- 
tions as railroads. 

Mergers, according to Ralph Budd, 
president of the Great Northern Rail- 
way Company, will substantially reduce 
railway expenses and thus get the cost 
of producing transportation down—an 
essential to the reduction of rates and 
the increase of earnings. He favors 
consolidation of the railways of the 
country into a limited number of sys 
tems. 

Competition of other forms of trans 
portation which are subsidized is seri- 
ously menacing railroad revenues today, 
says J. E. Gorman, president of the 
Chicago, Rock Island & Pacific Rail- 
way Co. When these forms of trans 
portation are placed upon a_ proper 
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economic basis, the railways will have 
nothing to complain of in competition 
with them, Mr. Gorman says, and this 
will go a long way toward a solution 
of the railroad problem. 

General W. W. Atterbury, presi- 
dent of the Pennsylvania Railroad, in 
two recent addresses—one before the 
Philadelphia Bond Club and the other 
before the Atlantic States Shippers 
Board—advocated co-ordination of 
transportation media and consolidation 
of the railroads into a smaller number 
of strong systems. It is essential, he 
said, that railroads be freed from the 
discrimination which they now suffer 
from unregulated and subsidized com- 
petition, and freed of the legal restric- 
tions which bar them from engaging in 
shipping between domestic seaports and 
on the inland waters. 

GENERAL ATTERBURY'S VIEWS 

“The situation is,’ General Atter- 
bury told the Atlantic States Shippers 
Advisory Board, “that the railroads— 
which are, and must long continue to 
be, our most important means of trans 
port—are highly regulated by Federal 
authority, in many ways restrictively. 
Other forms of transport, including 
highway, waterway, airway and pipe 
line, are not so regulated, or only to 
minor degree. This introduces a dis- 
criminatory situation and places the 
railroads at an unfair disadvantage in 
meeting competition. 

“In addition, the Government is 
directly subsidizing transport upon the 
inland waterways, and has barred the 
railroads from their use, though it 
forces them to establish through rates 
with the Government barge lines, thus 
short-hauling themselves and cutting 
their own revenues. 

“To these conditions we must add 
the prohibitions of the Panama Canal 
Act, which have practically driven the 
railroads from participating in coastal, 
intercoastal and Great Lakes shipping. 

“The country today has an abun- 
dance of transportation facilities. That 
it will ultimately need and profitably 


use them all, I have no doubt. The 
most immediate requirement is to i1 
troduce order into the situation, check 
wasteful competition and duplication « 
service, and obviate the too rapid cre: 
tion of additional facilities in advan 
of the country’s needs. This include, 
among other things, effecting a prop 
co-ordination between our differer 
agencies of transport, so that each ma 


serve the public best in its particul: 
field, and freeing the railroads fro1 
the discrimination which they no 


suffer by reason of 
subsidized competition. 
“With reference to rail transpo 
itself, considered apart from the oth 
agencies, we believe it is particular! 
essential for the protection of railroa 
credit that the constant pressure again 
rates, which has resulted in continuot 
attrition for the last ten years, should 
The users of the railroads an! 
the regulative bodies alike should joi 
in protecting their revenues until 


unregulated an 


cease. 


least the 534 per cent. return cor 
templated under the Transportatio: 


Act is realized... . 

General Atterbury expanded these 
thoughts in his address to the members 
of the Philadelphia Bond Club. “Two 
very important developments are under 
way in the transportation field,” he 
said, “which we believe will have an 
extremely helpful effect upon the gen 
eral transportation situation. One is 
the co-ordination of transport, to the 


end that the different agencies for 
rendering service—railways, highways, 
airways and  waterways—may — each 


serve the public best in the field for 
which it is most particularly adapted 
For proper realization of these advan- 
tages it is essential that the railroads 
be relieved from the discrimination 
which they now suffer from unregu 
lated and subsidized competition, and 
freed of the legal restrictions which 
bar them from engaging in shipping 
between domestic seaports and on the 
inland waters. 

“The second development is con 
sclidation of the railroads among them 
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selves into a smaller number of strong 
systems, by which it will be possible to 
serve the public better and more efh- 
-iently than with the present multi 
plicity of carriers in the field. 

‘With respect to the co-ordination of 

insport it is possible to point to real 

ogress as an achieved fact. On the 
nnsylvania we have been engaged in 
co-ordination of highway transport 
th our rail service since 1923. We 
utilizing trucks under contract to 
lace peddler or local freight train 
vice on lines of light traffic, and 
acquired interests in the trucking 
nanies. We are engaging exten- 
ly in passenger bus operations. We 
acquired some lines outright; in 
rs have taken a partial interest. 
These investments are proving profit 
_ in addition to the amplified service 
dered the public and the indirect 
efit to the railroad from the dis- 
tinuance of a very large amount of 
srofitable train mileage. 
Between various important cities on 
lines we have established a special- 

d service for less-than-carload freight, 

izing portable steel containers. 
Mounted on trucks they operate be- 
tween the rail stations and the store- 
door of shipper or consignee. On 
specially equipped flat cars they per’ 
form the line haul between cities. This 
is an almost ideal illustration of co- 
ordinated service. 

“We believe it is possible to carry 
much further the work which we have 
started of bringing highway transport 
into harmony with our rail service and 
to bring back to the rails a very con- 
siderable portion of traffic which has 
temporarily been lost to them. We ex- 
pect to do this without any injury 
whatever to sound commercial highway 
transportation. On the contrary, our 
plans contemplate increased profit both 
to the highway carrier and to the rail- 
road, a 

The complete statements of the other 
executives follow. 


L. A. Downs, president of the Illinois 
Central System: 

“The decline in net earnings which 
the railroads have recently experienced 
has caused more serious thought about 
the railway situation than any other 
development of the last decade. It is 
easy to understand why this should be 
so. Net earnings are the small premium 
which the country pays for the insur- 
ance of efficient railway transportation, 
and these premiums must be paid to 
keep this insurance in force. 

“The maintenance of net earnings is 
not a problem for the railroads alone. 
Users of transportation are concerned 
because they need railway efficiency. 
Millions of individual and collective in- 
vestors are concerned for the safety of 
their principal. Business men who sell 
to the railroads and those who sell to 
railway employes are concerned about 
their markets. Other taxpayers are 
concerned over the increases which they 
must shoulder if the railroads should 
cease to pay taxes. These four groups 
take in just about every member of our 
population, many of them two, three 
and even four times. The problem 
growing out of the decline in railway 
net earnings, therefore, is everybody's 


problem. 


“Before we can decide upon what 
is needed to repair the present unfavor- 
able situation, we need to fix firmly in 
our minds the causes of its disrepair. 
The primary causes are three. One, of 
course, is the present business depres- 
sion. Second, we may list the inroads 
which have been made upon railway 
trafhe by other methods of transporta- 
tion. Third is the mistaken policy 
which has long been followed of re- 
stricting the railroads to a too narrow 
margin of net earnings. The second 
and third of these have been 
cating away at the railroads for several 
years, but it took the losses growing 
out of the business depression to expose 
the full effects of what had been occur- 
ring. 

“In the losses which they have 
suffered from the business depression 


Causes 
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the railroads, of course, have shared the 
common. lot. 

“Their competitive losses have been 
caused by the fact that they have not 
been allowed to meet their competitors 
on even terms. Other methods of 
transportation are supported in part by 
public taxes, whereas the railroads are 
fully self-supporting. Their competi- 
tors thus have an artificial rate ad- 
vantage which keeps the public from 
making a fair choice. 

“Likewise destructive have been the 
effects of the narrow margin of net 
earnings to which the railroads have 
long been restricted. In the best of 
recent years, and at times when many 
rates could easily have been higher 
than they were, the railroads have been 
hard put to it to make their revenues 
cover their necessary expenses and 
taxes. The result, now so apparent, is 
that when the present depression came 
upon them there was no way to cushion 
the impact of revenue losses upon em- 
ployment, purchases and net earnings. 


PROPOSED REMEDIES 


“Several remedies are proposed. 

“Mergers are advocated, for one 
thing. Mergers of railroads are not 
new. There are few railway systems 
today which do not already represent 
the merger of scores, even hundreds, of 
independent roads. Some opportunities 
for economy and improved service re- 
main in this field, but they are some- 
times over-estimated. 

“Increased efficiency of management 
is another suggestion. The strides which 
have been made in this field in recent 
years have given promise of a con- 
tinued high degree of performance, but 
it must not be forgotten that increased 
investment has been the key to many 
of these achievements, and declining 
net earnings tend to nullify that source 
of improvement in efficiency. The 
larger improvements to be derived from 
more effective utilization of the tools 
already at hand have also been pretty 
well exhausted. 

“Reduction of wages is one of the 


K 


last expedients to be proposed. Whil 
decreases in the number of employes 
operate to reduce general buying pow. 

just as surely as widespread reductior 

in wages, and therefore there might | 

thought to be no choice between tl 

two, the employes retained are in man 

cases performing exceptional servic 

and on the whole railway wages at 

not out of line with wages in oth 

industries, all things considered. 

“As to taxes, the railroads are 
much the same situation as the gener 
public. We all stand to gain by wis 
restrictions or reductions in the cost | 
government. Peculiarly irritating t 
the railroads, however, are tax-suy 
ported governmental incursions into th 
transportation field and the virtual ta 
exemption of certain of their compet 
tors, particularly as to roadways. R¢ 
moval of these injustices should bot 
reduce railway taxes and lighten the 
burden of competition. 

“Rate changes have been mentioned 
Rates are being changed constantly 
and this should and will continue. TI 
lowering of certain rates will profit 
ably stimulate traffic, particularly in 
the newer competitive fields. Improv 
ments in service frequently have th 
same effects and the same value as r 
ductions in rates. Combinations of the 
two are often to be desired. On the 
other hand, a good many rates could 
and should—be advanced without any 
appreciable reduction of traffic. Fur 
thermore, certain services which are no 
longer in serious demand must be dis 
continued. 


LARGE VOLUME OF TRAFFIC NEEDED 


“Basically, of course, the greatest 
need of the railroads is a large volume 
of traffic. Their machinery is geared 
for the most effective production ot 
transportation en masse. When they 


are handling trafic in large quantities, 
they are operating at their greatest efh 
ciency, and they can institute genuine 
economies in rates while paying fair 
wages to adequate forces and making 
net earnings sufficient to reward old 
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and attract new investment. On the 
other hand, when their volume of trafhec 
is low, the situation is reversed, as we 
have 

“A return to normal business the 

yuntry over may therefore be expected 

overcome a large part of the present 
ouble of the railroads, provided they 

» allowed to share to the extent that 

ey rightfully should therein. But just 

the extent that they are deprived un- 
stly of trafic which they alone can 
st and most profitably handle, so also 

ll the country suffer by reason of 

crippling of its greatest transporta- 
asset. 

‘Public understanding of the real and 

false in transportation costs and 
lues is essential. A study of surface 
ndications is not enough. The tax- 
yer must recognize the transportation 

‘ts contained in his tax bill. The 

rchaser of transportation must learn 

place the proper value on safety, 
ifort, speed, efficiency, dependability, 
incial reliability, standardized rates 

d fares, in addition to the mere fact 

movement from place to place. The 
fect of much of the present competi- 

situation is simply to mislead the 
iblic, not to provide better, cheaper or 
ore efficient transportation than the 
railroads can and do offer. The rail- 
roads are discovering the pressing need 
of competent salesmanship. 

“To sum up, it is my belief that no 
one of the proposals that have been 
advanced offers a sovereign remedy for 
the ills of declining net earnings. Out 
of them all, however, I believe that a 
composite remedy may be found. There 
is no need to be discouraged. If think- 
ing people will do their part, the prob- 
lem can be solved.” 


seen. 


Fred W. Sargent, president Chicago and 
NorthWestern Railway Company: 


“There are places 
would be of assistance. 
“Lower taxes are essential, and es- 
pecially is it important that govern- 
ments do not require railroads to make 
unprofitable capital investments for sep- 


where mergers 
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aration of highway crossings. This ex- 
penditure should, of course, be borne 
by the public generally; the railroads 
bearing their proportion through gen- 
eral taxation and should not be sepa- 
rately assessed, and generally there 
should be complete lowering of the 
levying of taxes upon railroad prop- 
erties throughout the entire country. 

“There are places where increases in 
rates should be granted; other places 
where decreases are called for. 

“Railroads should be permitted to 
meet competition when and as they find 
it and not be restrained by a policy 
which compels the breakdown of the 
entire rate structure when they meet 
competitive conditions. Competing car- 
riers, of course, should be subjected to 
the same general restrictive regulations 
as railroads and removed from the 
tender cradle of subsidies. 


QUESTION OF MANAGEMENT 


“As to more efficient management, 
my judgment is that there is no large 
industry in America which, generally 
speaking, has more efficient management 
than the steam railroads of the United 
States. Their managements are alive 
and fully awake to every possible pro- 
gressive idea that looks to reduction in 
expenditures and improvement in ser- 
vice. There may be minor exceptions 
here and there but, broadly speaking, 
what I have said is true and is recog- 
nized by the public generally to be true. 
This does not mean that the end of 
eficiency has been reached. That time 
never comes in any industry or any 
institution. It does mean, however, that 
railroad managements recognize their 
public duty and are giving first con- 
sideration to the public service. In ad- 
dition, they recognize their duty to 
their employes and are bending every 
energy to constantly improve their con- 
dition, and with it all, are in fact ren- 
dering a service unexcelled anywhere in 
the world and at the lowest rates in 
the world. 

“Railway managements are deter- 
mined to go forward with every pro 
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gressive idea that looks to improvement 
in service, reduction in cost, and bet- 
terment of working conditions, but in 
doing so they must move within the 
circumscribed areas of governmental 
regulation and also keep within the 
conservative limitations of sound finan- 
cial management.” 


Ralph Budd, president Great Northern 
Railway Company: 


“Tt seems to me the railways will 
have to get the cost of producing trans- 
portation down, because of the general 
downward trend in prices of all kinds. 
Some of their competitors in some cases 
are able to produce gerne for 
less than they can, and, in the case of 
highway transportation, there are in- 
stances where the competitors of the 
railways can provide greater conv2n- 
ience. But I do not believe railway 
rates can be reduced until the cost of 
producing transportation _ is reduced 
and, in my opinion, it is ill-advised to 
cut rates, as is being done, to a point 
where earnings are being diminished 
thereby. There are examples where, 
in order to meet motor truck competi- 
tion, freight is being handled by rail 
for practically nothing after the dray- 


age, which is being "absorbed out of 
the total charge, is deducted. 
MERGERS 


“One of the ways in which railway 
expenses can be very substantially re- 
duced is by consolidating the railways 
of the country into a limited number 
of systems. Notwithstanding the state- 
ments of some who do not wish to have 
unification, the elimination of unneces- 
sary work which is being performed 
because 985 separate operating com- 
panies are maintained in this country 
is one of the most promising things 
that can be done in the way of reduc- 
ing expenses. The Great Northern and 


Northern Pacific could save $10,000,000 
a year and they do not have excessive 
terminal expenses compared with the 
railways as a whole. 


While the cost 


of road haul has been reduced very 
satisfactorily by larger trains, termina! 
expenses have not been reduced ver 
much, and unification will make tha: 
reduction possible. Having to deal wit! 
a small number of railway executives 
the Federal and state commissions an 
the legislative bodies will function muc! 
more effectively in their handling o 
the railways, and the railways them 
selves, if there were a smaller numbe 
of men directing them, would avoi 
the conflict of ideas which results i: 
reducing rates below cost. 

“It has been said that a Railway 
Umpire would stimulate railway credit 
I think the only thing which will stimu 
late railway credit is net earnings and 
in my opinion, that cannot be pro 
moted by delegating to some super 
organization the responsibilities whic! 
belong to individual managements with 
out loss of initiative, which I think 
would be disastrous. In addition t 
this, I do not believe such _ broad 
authority could be given over to i 
super-organization without pooling earn 
ings so as to insure for each railway 
its proportion of savings, if any. The 
experience of arbitrary routing during 
Federal control demonstrated the in 
jury that is done to one carrier and the 
advantage to another in arbitrarily rout 
ing freight and passengers. In ordet 
fully to protect the individual carrier, 
the super-management would have to 
be permanent, or for a very long time, 
or the temporary routing would result 
in a severe handicap when the roads 
were turned back for individual opera 
tion. 

“I do not think a Railroad Umpire 
is the answer any more than I think 
Government ownership is, but I do 
think a lesser number of railways will 
limit the performing of unnecessary 
work, and believe that unless the dis- 
tress of the railways forces them to be 
taken over by the Government in order 
to maintain essential service, consolida- 
tion into a comparatively small number 
of roads is certain to come.” 









) | ]. E. Gorman, president Chicago, Rock 
Island & Pacific Railway Co.: 

“The railroads of this country are 

confronted with the serious problem of 


maintaining a sufhcient net railway 
jperating income to pay their fixed 
harges, taxes and other expenses, to 
ay nothing of earning sufficient in 
ddition thereto to make investment in 
their securities attractive to the public. 
They are, I think, more efficiently 
inaged today than ever before, and 

i do not believe that railroad mergers, 
seaking of the subject generally, would 

ive the effect of decreasing their ex- 

‘nditures, nor would such mergers in 

increase their efficiency. 
Their constantly mounting tax bill is 

source of great concern, particularly 

such a large proportion of the taxes 

ey pay are direct or indirect contribu- 


st Cases 


ns toward competitive means of 
insportation. 
WORDS——NOT DEEDS 


“We feel that public opinion today 

generally favorably inclined toward 
he railroads, but it is a curious and 
regrettable fact that regulatory authori- 
ties and the public generally have taken 
the word for the deed and, after recog: 
nizing the moral, legal and economic 
right of the railways to adequate net 
earnings, have done little or nothing to 
make such earnings possible. Indeed, 
certain of those who have been among 
the first to recognize the necessity of 
adequate rail service have likewise been 
among the first in advocating public 
policies which, if adopted and con- 
tinued, would render the maintenance 
of adequate rail service utterly impos’ 
sible. The relative merits of words 
and deeds may perhaps best be judged 
by the fact that in no year since the 
passage of the Transportation Act have 
the railroads been allowed to earn the 
fair return to which this law declares 
they are entitled. 

“Railroad revenues today are seri’ 
ously menaced by two forms of sub- 
sidized transportation—one, the trucks 
and buses, which use the highways 
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constructed and maintained at public 
expense, in which expense the railroads 
participate; second, the — subsidized 
waterway competition, which is paid 
for and maintained at the expense of 
the Federal Government, in which ex- 
penditures the railways likewise make 
their contributions. The first mentioned 
takes from the railroads their higher- 
rated freight trafic, and the second 
takes from them their slower moving, 
low-rated, heavy tonnage business, and 
while the railroads are controlled in 
almost every phase of their operation, 
as well as being thoroughly regulated 
in their financial affairs, yet similar 
regulation of highway and waterway 
trafic is notable by the lack of any 
effective regulation at all. 

“The public, I think, does not recog- 
nize the fact that when the transporta’ 
tion charge which they pay in the form 
of taxes to afford the routes for these 
competing means of transportation is 
added to the cost of such transporta- 
tion, their total transportation bill is 
greater than if all such trafic were 
handled by the railroads. In addition 
to the active competition of other 
means of transportation and the re- 
quirement that the railroads participate 
in the form of taxes to construct and 
maintain their routes, vast railway ex- 
penditures, mounting into the hundreds 
of millions of dollars, are required of 
them to separate the grade of their 
rails from that of the highway, and 
to reconstruct their tracks, bridges and 
other facilities where they are crossed 
by streams heretofore not considered 
navigable. 

“Most of these other forms of trans- 
portation are not planned to supply 
transportation service to areas now 
lacking rail facilities, but to enter terri- 
tories already served by the railroads 
and divert tonnage from the latter 
whose need is greater—not less—traffic, 
and since the railroads today and for 
years to come can furnish more trans’ 
portation than this country is con- 
suming, these additional facilities are 
not essential to commerce. 
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“The railroads have no quarrel with 


either the bus, truck, or waterways 
provided they are placed upon an 
economic basis. We appreciate that 
each form of transportation has its 


place in the needs of the country, but 
thorough economic study—and not polit- 
ical expediency—should be the control- 
ling factor in authorizing these Govern’ 
ment and state expenditures. 

“When and as these other forms of 


transportation are placed upon a proper 
economic basis, the railways will have 
nothing to complain of in competition 
with them, and it is very pleasing to 
those in charge of railway properties 
to note the constantly increasing public 
favor toward such a program, and 
when this attitude actually takes the 
form of results, it will go a long way 
toward a solution of the railroad prob- 
lem.” 


National Bank Resources Decline 


DECLINE in national bank re- 
sources of $673,217,000 between 
December 31, 1930, and March 
25, 1931, the date of the last call, is 
reported by John W. Pole, Comptroller 
of the Currency. Total resources as of 
March 25 were $28,126,467,000. This 
figure, however, is an increase of $777,- 
969,000 over that reported for the call 
of March 27, 1930. 

The loans and discounts, including 
rediscounts, on March 25, 1931, were 
$13,722,072,000 and showed decreases 
in the three and twelve-month periods 
of $639,967,000 and $926,681,000, re- 
spectively. 

Investments in United States Govern- 
ment securities of $3,192,718,000 
showed an increase of $537,882,000 
since December 31 last and an increase 
of $469,875,000 in the year. Other 
bonds and securities owned aggregating 
$4,469,659,000 also showed increases in 
the three and twelve-month periods of 
$32,429,000 and $636,830,000, respec- 
tively. 

Amounts due from correspondent 
banks and bankers, including reserve 
with Federal Reserve banks and items 
in process of collection, totalled $4,383,- 
819,000, showing a decrease of $414,- 
563,000 in the three-month period but 
an increase of $512,398,000 in the year. 

Capital stock paid in was $1,716, 
254,000, a reduction of $5,905,000 


since December 31, 1930, but exceeded 
by $11,846,000 the amount reported a 


year previous. Surplus and net un 
divided profits, excluding reserve ac- 
counts, aggregated $2,062,655,000 and 
showed decreases in the three and 
twelve-month periods of $1,682,000 
and $32,084,000, respectively. 

The amount of national bank notes 
outstanding on the date of the recent 
call was $645,523,000, an increase of 
$2,621,000 since December 31, 1930, 
but a decrease of $4,180,000 since 
March 27, 1930. 

The total deposits on March 235, 
1931, were $22,344,166,000, which was 
$527,480,000 less than three months 
previous, but exceeded by $703,188,000 
the deposits reported for the spring 
call last year. In the total of deposits 
are included balances due correspondent 
banks and bankers and certified and 
cashiers’ checks, etc., of $3,282,226,000, 
demand deposits of $10,350,538,000, 
which include United States deposits of 
$304,501,000, and time deposits of 
$8,711,402,000. Reported with time 
deposits are postal savings of $184,491,- 
000, time certificates of deposit of 
$1,348,567,000, and deposits evidenced 
by savings pass books of $6,097,531,- 
000, the latter amount represented by 
15,674,171 accounts. 

Bills payable of $126,189,000 and 
rediscounts of $68,277,000, a total of 
$194,466,000, showed decreases since 
December 31, 1930, and March 27, 
1930, of $61,140,000 and $31,188,000, 
respectively. 





Banker vs. Bandit 


Use of Tear Gas Gives the Banker an Advantage Over the Bandit 
in Their Constant Warfare 


N the battle being continuously 
waged between banker and bandit, 
the banker is using a new and effec- 
tive weapon which, for the time being 
least, gives him an advantage over 
opponent. For science, which in- 
nted tear gas, has not been able to 
rfect a defense against it. 
The use of tear gas by banks is the 
st development in a warfare which 
been going on during the entire 
story of banking. When the banker 
an earlier day wished to secure his 
ilth and that of his clients, he locked 
n a strong box or vault. Then the 
discovered that the strongest of 
se vaults was not proof against ex- 


plosives and there followed an era of 
safe-cracking. The banker, with the 
aid of the vault manufacturer, retaliated 
with vaults which are fire-proof, torch 
proof, burglar-proof. Daylight hold-ups 
were the answer of the bandit to this 
problem. If he could not get the money 
from within the vault, he would take 
it when it was necessarily outside for 
the transaction of business. 

Banks answered this challenge in 
various Insurance solved the 
problem of the loss of money—though 
at increasing costs—, but not that of 
the loss of life—and court decisions 
have established the duty of banks in 
properly safeguarding the lives of all 


ways. 





Lobby of the Fidelity State Bank, Kansas City, Kans., showing a tear-gas installa- 


tion. The “guns” 


tervals along the counter, below the grille work. 


through which the gas escapes to the lobby are shown at in- 


(Photograph courtesy of Diebold 


Safe & Lock Co., Canton, Ohio.) 
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who enter their premises. Vigilantes 
were organized, employes were trained 
and equipped with guns, police alarms 
were placed in banks. But the present- 
day bandit is a fast-moving gunman, 
who depends upon speed and surprise 
for the success of his attack, and these 
two elements too often made useless t 
elaborate protective devices of t 
banks. 

More and more banks are solving this 
problem by the installation of tear gas 
systems, which promise to beat the ban- 
dits at their own game of speed and 
surprise. 

Nowadays when a few young men 
saunter into a bank lobby and take up 
their appointed positions, something 
happens about like this: 

Awaiting a _ favorable 
when the banking room is almost clear 
of customers, one of them saunters up 
to a teller, asks him to change a bill, 
and then orders him to pass over the 
cash in his money drawer. At the 
same time the others of the group have 
covered the remaining employes and 
customers with their guns and ordered 
them to put up their hands. While 
they obey, one of them steps upon a 
well-concealed foot control or presses a 
hand lever and immediately the entire 
lobby is flooded with a _ blueish-gray 
vapor which blinds the bandits and re- 
duces them to helpless victims who 
want nothing but fresh air. 

The customers, of course, meet the 
same fate, but therein lies one of the 
most important features of tear-gas pro- 
tection. Although they may be tem- 
porarily blinded by tears, they need no 
other antidote than a few minutes in 
the fresh air—certainly better from the 
customers’ point of view than dodging 
bullets or perhaps stopping them. As 
for the bank employes, placing of the 
system is usually such that they are 
given time to escape from the gas. 

To the person who has not experi- 
enced the working of tear gas, it might 
seem that the bandit, even if blinded, 
would shoot in retaliation and perhaps 
do injury to customers, but demonstra- 


e 
e 


h 
h 


opportunity, 


tions in actual emergencies, as well as 
in numerous tests, show that the ban- 
dit’s thoughts seem to be centered only 
upon relieving the smarting, unbear- 
able pain which takes away his vision. 


A PERSONAL TEST 


One Ohio banker, who assumed the 
role of a bandit in order to test out the 
working of the gas system, found that 
he had even left his gun on the counter 
at the cashier’s window, in his haste to 
escape. 

“I personally assumed the role of 
bandit,” he says, in describing the in- 
cident. “I wanted to see what we were 
to face on the day of hold-up. I ap- 
proached the cashier's window, thrust 
the cocked revolver at the cashier, pre- 
pared to pull the trigger should he make 
a false move. In a split second the 
gas engulfed me, and instantly gun, 
trigger and hold-up were forgotten and 
I started for the door. When I reached 
the street I realized that I did not have 
my gun, and later found that I had 
dropped it on the counter at the 
cashier's window, without pulling the 
trigger.” 

Genuine hold-up men react in about 
the same manner when they are sud- 
denly blinded by the gas. 

When two hold-up men entered the 
North Side branch of the Plymouth 
United Savings Bank, Plymouth, Mich., 
and ordered Frank J. Pierce, the cashier, 
to hand out the money in the drawer 
and safe, while a clerk was ordered to 
keep her hands in the air, the banker 
stepped on a button in the floor be- 
neath his window and immediately the 
small lobby was filled with gas. One 
bandit, who was guarding the door, ran 
to escape the gas, but the other was 
obliged to grope his way, blinded, to 
the door and was captured shortly. 
The tear-gas system had been installed 
after a hold-up two years previously in 
which more than $5000 was taken and 
Mr. Pierce was kidnapped and _ held 
captive for a time. 

Another bank, in which tear gas has 
twice proved successful in routing ban- 
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A hold-up being defeated by the use of tear gas 
eral Laboratories, Inc., Pittsburgh.) 


is the Highwood State Bank, High- 
od, Ill. Recently three men attempted 
Id up that institution. Two of 
them entered the bank, the third re- 
outside at the wheel of an 
iutomobile to allow a speedy get-away. 
When the two men entered the bank, 
ne remained to guard the door and the 
her walked up to the cage of Edgar 
Benson, assistant cashier, handed him a 
llar bill and requested change. When 
Mr. Benson turned to get the change, 
the bandit pulled out his weapon and 
ordered Mr. Benson to throw him the 
ash. As he turned to face the hold-up 
the banker quickly released the 
gas trigger with his foot and a 
cloud of gas shot through the bank. 

Tears streaming from his eyes, the 
bandit rushed to the door and followed 
his companion to the waiting auto- 
mobile, leaving the bank richer by a 
dollar as the result of his visit. 

Previously a lone bandit had been 
successfully put to flight by the use of 
gas in this bank. 

Masks and goggles have proved of 
no use against tear gas. Indeed, dur- 
ing the war, it was used to precede an 
attack by toxic gas because the irrita- 
tion it caused practically insured the re- 


uning 


man, 


tear 


(Photograph courtesy of Fed- 


moval of gas masks, so that the other 
gas would be effective. The speed of 
action of the gas, its blinding effect, 
and the fact that no defense against it 
has been found, thus do away with 
gun play in the banks where it is used, 
and save the lives of bank customers 
and employes, as well as turning the 
bandit himself over to the reformer 
rather than to the coroner. 

Only a small amount of tear gas is 
necessary to produce a flood of tears 
chemists estimate nine parts in one 
million—and higher concentrations set 
up an unbearable, burning sensation in 
the eyes and face. 

SYSTEM IS FOOL-PROOF 

The tear gas system, it is claimed, is 
simple of installation and operation 
absolutely fool-proof. It may be in- 
stalled in any bank building without 
alteration of fixtures and is as ap- 
propriate for a small bank building as 
for a large one. 

Discharge units, through which the 
gas escapes to the lobby, are located in- 
conspicuously, in whatever manner the 
interior mav require for its best pro- 
tection. These units, termed “guns,” 
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are semi-spherical in shape with open- 
ings through which the gas passes when 
the control is released. They are con- 
cealed among architectural ornaments, 
fixtures, under counter edges, above 
doors and windows, or at other similar 
points. In banks which have the regu- 
lation counters the units often form a 
part of the decoration above the tellers’ 
windows; in institutions which have 
cageless counters they may be placed 
below the tellers’ windows, a foot or 
so from the floor, at intervals along the 
counter. They are arranged so that the 
entire floor space in front of the count- 
ers or cages is covered and can be dis- 
charged to cover any given area, or to 
sweep the entire interior. 

To avoid accidental discharge, special 
controls have been evolved which make 
unintentional setting-off of the system 
impossible. A control is arranged for 
each teller, so that the entire system 
may be set off by any one man. 

The gas is in various forms. One 
company installs systems in which the 


GAS GUNS MOUNTED 
IN BASE OF 
FRIENDLY COUNTER 
SHOWN BELOW 


Installation and control of a tear-gas system. 





gas is contained incartridges as a 
crystalline solid which is vaporized in- 
stantly on discharge. This, the com 
pany says, does away with danger of 
leakage, corrosion, or evaporation. <An- 
other company installs the gas in liquid 
form, the next step removed from the 
gaseous state. When the teller trips 
the foot control or presses the h 
release, this gas is released into a com: 
bustion chamber from which it is cis 
tributed through the perforated nozz‘es. 


INDIRECT BENEFIT 


The installation of a tear-gas syst m 
has an indirectly beneficial effect in that 
its presence in an institution makes 
bandits less anxious to select that bak 
for a hold-up. They will natura ly 
seek the most poorly protected banks 
for their attacks and avoid those which 
are most aggressive in protecting the 
lives and property under their care. 

While similar in their effect upon 
the hold-up men, tear-gas systems manu- 


CONTROL CABINET 
SUPPLYING 
ELECTRIC CURRENT 


ACCIDENT-PROOF 
FOOT CONTROLS 
PLACED FOR 
EACH TELLER 


(Photograph courtesy 


of Federal Laboratories, Inc., Pittsburgh.) 
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factured by different companies vary in 
detail. One company has as an adjunct 
a safety locker for bank tellers which 
:utomatically places all tellers’ exposed 
currency under lock and key inside a 
steel locker which is built into the 
counters, when the tear gas is released. 
This does away with the chance of 
theft or loss of money during the con- 

which may result after the re- 

of the gas. 


In addition to systems for installa- 
tion within the bank building, tear gas 
is being used by banks for their mes- 
senger equipment. This equipment in- 
cludes guns, clubs containing large 
shells of and a mechanism for 
money bags which releases a flood of 
gas when the bag is dropped or snatched 
from the hand of the messenger. Ar- 
mored cars are also being equipped 
with tear gas guns. 


gas, 


Public Financing for 1931 


EW public financing in the 
United States during the first 

four months, up to April 30, 

and excluding domestic and Ca- 
municipals, aggregated $1,380,- 
according to preliminary com- 

ms announced by Otto P. 
irzschild, editer of American Un- 
iting Houses and Their Issues, and 

iger of National Statistical Service, 
New York. This total compares with 
$ 799,000 for the same period of 


The compilation reveals that J. P. 
Morgan & Co. led the list of invest- 
houses during the first four 
nths by heading syndicates amount- 
1g to $196,200,000. The Guaranty 
Company of New York with $193,000,- 
moved up to second place while 
Kuhn, Loeb & Co. ranked third with 
$142,474,000. 
From the standpoint of total business 
participated in, either as syndicate head 
participant, the Guaranty Company 
New York accounted for the largest 
volume, with $589,200,000. The Bank- 
ers Company of New York ranked 
second with $522,684,000 and Harris, 
Forbes & Co. third with $480,197,000. 


An analysis of the financing during 
the first four months reveals that of the 
total new offerings of $1,380,959,000, 
bond and note issues aggregated $1,- 
329,088,000, or over 96 per cent. of 
the total, while stock issues amounted 
to only $51,871,000. Domestic public 
utility financing totaled $703,159,000, 
accounting for more than 51 per cent. 
of total offerings. Domestic railroad 
issues ranked second with $307,677,000, 
or over 22 per cent. of the total. These 


two groups thus accounted for ap- 
proximately three-quarters of the total 
new offerings during the first four 
months. Canadian corporate and other 


foreign issues aggregated $86,300,000 
while new financing for financial and 
investment companies totaled only $13, 
150,000 whereas for the same period a 
year ago the total was $212,670,000. 
It is worthy of note that there were no 
new offerings of foreign government 
issues during the first four months of 
this year. New financing during the 
month of April alone totaled $376, 
840,000 and consisted almost entirely 
of bond and note offerings, there being 
only three stock issues offered during 
the month for a total of $11,650,000. 








Insurance for the Partnership 


The Application of the Business Life Insurance Trust to the 
Partnership 


By L. A. TIMMERMAN 


HE business of life insurance has 
experienced rapid growth in recent 
years. Insurance coverage has been 
amplified from time to time to meet 
newly discovered needs. Perhaps the 
most important of the comparatively 
recent adaptations of life insurance is 
the life insurance trust in its various 
forms. Banks and trust companies are 
taking an active part in the development 
of this type of trust since the plan is 
founded upon the close co-operation of 
underwriters and trust officials. It offers 
to underwriters a powerful force to in- 
crease their insurance sales, and to trust 
companies the means of placing upon 
their own books large amounts of actual 
cash funds for administration. Not only 
is the welfare of the client served in a 
marked degree but the business of both 
institutions involved is promoted through 
the establishment of sizable estates. 
Life insurance, as applied to the 
smooth operation of business affairs, is 
becoming more and more firmly en- 
trenched in the minds of executives. It 
is the sound means of stabilizing industry 
by eliminating to a certain extent the 
havoc generally wrought in the ordinary 
business organization through the death 
of one of the key men. The financial 
shocks that business insurance absorbs 
are responsible for the rapid strides it 
has made during the last few years and 
it is generally conceded that the next 
decade will witness an increase far over- 
shadowing the present amount of such 
coverage. Needless to say, the general 
acceptance of this means to meet the 
inevitable destructive force of death will 
be a great boon to the economic stability 
of the nation. In order to properly and 


most efficiently meet the problem, banks 
and insurance companies should direct 
their efforts toward a proper understand- 
ing of each other’s desires and endeavor 
740 


to obtain closer and simplified co-ordia- 
tion of the indispensable service each 
institution offers in carrying out to com: 
pletion a business insurance trust. 


LIFE INSURANCE FOR THE PARTNERS! iIP 


Let us take, for example, the partner 
ship. The death of a partner places in 
especially heavy strain upon the sur- 
viving members of the business Cue 
to the necessary process of readjustment. 
Rather than find a new partner to buy 
the deceased’s interest or continue the 
business with a division of responsibility 
among many heirs, purchasing the e- 
ceased partner's interest and having full 
control of the business vested in the 
surviving partners is more satisfactory. 
Carrying out of this plan in a manner 
equitable to all parties concerned 
sents a problem that must be solved 
to the time when the actual need | 
arisen. The sudden forced liquidation n 
pe a partnership may so cripple the busi 

ess that the loss is irreparable. 


LOGICAL SOLUTION 


The most satisfactory solution is an 
agreement entered into between the 
partners while all of them are living, 
arranging for the survivors to receive 
the interest of the deceased and the 
estate of the deceased to be reimbursed 
in accordance with some predetermined 
method of valuation. This will solve 
the difficulty, provided it is certain that 
the necessary funds will be available 
when needed without straining the 
credit of the business and provided an 
impartial third party can be found to 
see that the agreement is faithfully and 
fairly carried out by both sides. 

To provide funds, a sinking fund 
m‘ght be established which, over a term 
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of years, would provide the necessary 
money. But there is no assurance that 
leath will not intervene before the fund 
s large enough to be of any value. It 
follows therefore that, in most cases, the 
of life insurance is the only method 
hich will guarantee that the necessary 
nds will be available exactly when 
ded. The administration of the in- 
rance proceeds requires the services of 
isinterested third party, which office 
best be filled by the corporate 
wiary. A life insurance policy can 
ssued on the life of each partner, 
of the other partners paying the 
iiums and each policy naming a 
company as beneficiary. 
should be kept in mind, however, 
that the mere fact that a firm owns 
nership insurance is no guarantee 
the purpose for carrying the insur- 
will be accomplished unless there 
in agreement, clearly drawn by a 
mpetent attorney, with the advice of 
company officers, binding the 
rtnership and arranging for the 
to distribute the funds. Such 
agreement is of vital importance 
since it forms the basis upon which the 
entire arrangement is at stake. Formerly 
many life underwriters so arranged the 
igreement that the insurance proceeds 
would be payable to the surviving 
partners. Although this plan is more 
satisfactory than to have the fund vest 
in the partnership or the deceased’s wife 
for liquidation, it nevertheless is not the 
best method, since the proper admin- 
istration of the fund is, to a certain 
extent, at the mercy of personal jealousies 
and selfish interests on the part of those 
vitally interested. 


trustee 


SIMPLEST FORM OF CONTROL 


The use of the corporate trustee is 
the simplest method in arranging for the 
survivorship control. A trust company 
is organized to render the required 
service. It acts, we might say, as a 
guardian seeing that the plan is carried 
out exactly as the members originally 
intended. All the important trans- 
actions will then be fulfilled by a dis- 
interested, yet responsible, third party 
with absolute fairness to all parties 


concerned, eliminating confusion and 
possible expensive litigation. As a rule 
business men feel that the cost of the 
trusteeship, generally a few per cent., 


is negligible considering the service 
rendered. 
Every partnership should operate 


under some definite agreement between 
the partners. Obviously, both the form 
and substance of the agreement must 
be governed by the particular facts in- 
volved. This agreement is known as 
“Articles of Co-Partnership” and should 
be drawn with the aid of a competent 
attorney or trust company, setting forth 
comprehensively how the business is to 
be conducted, how profits and losses are 
to be distributed while the partnership 
continues, how plans for future develop- 
ment are to be accomplished, and how 
the business is to be liquidated in event 
of the death of a partner. The articles 
should include or be supplemented by 
the special agreement previously men- 
tioned, covering the disposition of a de- 
ceased partner’s interest. This special 
agreement should include: 

I. A provision whereby each partner 
assigns his interest in the partnership to 
the trustee for the purpose of completing 
the sale of his interest when he dies. 

II. The terms of the sale and the time 
within which it must be consummated. 
It is a good plan to have provision for 
the appointment of a certain number of 
appraisers to establish the value of the 
business and of the deceased's interest. 

III. A provision for disposition of the 
remaining policies after death of one 
partner, so that after the insurance 
proceeds have been received by the 
trustee and paid to the deceased's bene- 
ficiary and the conveyance completed to 
the surviving partner or partners, the 
policy on the life of each surviving 
partner shall be adjusted in such a 
manner as will permit the deceased's 
beneficiary (through the trustee) to 
participate in the amount of the pre- 
miums which he paid. 

IV. Specific mention of the fact that 
payment of the purchase price to the 
trustee for the deceased's beneficiary 
shall be consideration for conveyance by 
trustee to surviving partners. 
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V. Provision for disposition of insur- 
ance proceeds in excess of the deceased’ 
interest in the business or the excess o 
the interest in business over the proceeds 
of the insurance. 

VI. Provision for payment of pre- 
mium. It should be kept in mind that 
the partnership should not pay the pre- 
miums. The far better arrangement is 
to have each partner pay premiums on 
the life of another partner. The pro- 
ceeds of such policies are not taxable 
under the Federal estate law, regardless 
of amount. If the ages of the partners 
differ considerably so that the premium 
payments on one life are greater than 
on another, the premiums should be 
pooled and averaged among themselves 
so as to offset the difference in age rate. 

VII. Agreement that the beneficiary 
cannot be changed without the consent 
of all partners. The policies should be 
treated as contracts which are in force, 
having current values, instead of being 
considered only as death claims. The 
loan values especially should be kept 
free, for use in emergencies during the 
lifetime of all partners. 

The importance of 


n 


a 


the 


agreement 


should be borne in mind. Trust com- 
pany officials, with the aid of the in- 
sured’s attorney, should be very exact- 
ing in preparing the agreement so that 
it will accomplish the intended purpose. 

The primary purpose of partnership 
life insurance is, of course, to provide 
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funds for the purchase of a deceased's 
interest but the fact that other necds 
may be served through it should not 
be lightly regarded. During the life 
time of the partners and the continuance 
and expansion of the business, there is 

a constantly increasing reserve fund, 
known as the loan value, available to | 
meet business depressions, unusual c¢x- 
penditures and the like. All busin: ss 
must balance highly successful yesrs 
with lean years. Life insurance is tie 
sound means of absorbing surplus funds 
and caring for the future, as it creates 

a fund always standing at par, always | 
available at call, and unchanging regardJ- 
less of cyclic conditions and emergencies. 
In addition the fund could be used to 
amortize a bond issue or purchase the 
senior member’s interest should he, after 
completing a number of years of servic 
wish to retire. 


CREDIT STRENGTHENED 


Bankers should fully realize the i | 
portance of insurance as a factor 
strengthening credit. The greatest asset 
upon which business men can _ borr 
is the character and ability of the men 
themselves. The banker knows this and | 
would loan on these values, only that 
there is too great a mortality risk to 
do so. Life insurance removes this risk 
and enables the banker to loan freely 
upon the character and ability of the 
men in charge of the business. 











Does Reading Pay? 


Books on Economics and Business Topics Aid the Present-Day 
Executive 


By Orpway TEAD 
Editor, Economic and Business Books, Harper @ Brothers, New York 


¥ OW’S business?” is the question 
} which starts most conversations 
today. Nor is this mere polite- 
We all have a genuine desire to 
out about the other fellow’s situa- 
because of the light it may throw 
ur own. The only trouble is that 
random questioning is likely to be 
ial, inadequate and _ local—hence 
leading. Never before was the need 
an accurate picture of the facts 
it business conditions more impor- 
than now. Yet how many of us 
at pains to get it? 
lo be sure, a profound grasp of the 
es which determine economic con- 
ms is not easily obtained; and the 
But the responsibility 
ying to relate broad economic facts 


t 


tors disagree. 
the special conditions of one’s own 
siness is upon each of us from the 
int of view of self-interest and sur- 
Val 
I do not say that all such facts can 
found in its trade papers, in the 
pecial services which compile business 
tatistics, and in the daily press. But 
the interpretation of that data is a task 
economic analysis and evaluation for 
which the business executive can only 
be equipped by a study of the prin- 
ciples of the science of business opera- 
tion. It is this science which is treated 
in books on economic and _ business 
topics. And with a little study any 
business man with a thoughtful turn of 
mind can pierce below the casual com- 
ments of business friends and come to 
a more adequate comprehension of eco- 
nomic trends and forces. 
That we are not relatively a nation 


Reprinted by permission from Factory and 
Industrial Management, April, 1931. 


of readers is well known. And when 
it comes to special books on applied 
business topics, our reluctance to use 
the information at hand is pathetic. Do 
you realize that despite the tens of 
thousands of executives who control 
policies in corporations in this country, 
a sale of five thousand for a gencral 
business volume still has to be consid- 
ered good from the publisher’s stand 
point? If four out of any thousand 
natural prospects for a volume closely 
related to their pocketbook interests buy 
that book, this has to be considered a 
And these are books, 
remember, that elaborate the operating 
technique and profit-making possibilities 
of a particular industry. 


fair average sale. 


WHY NOT MORE READING? 


Why, then, isn’t there more reading 
of business books? 

All sorts of reasons are offered. The 
books are written by “professors.” 
They are too hard to read. There 
isn't time. The successful business man 
knows it all anyway. It is impossible 
to apply ideas from another business 
because “my business is different.” It 
is too hard to pick out what is worth 
while in the “flood” of books published. 

On all of these counts there is 
naturally something to be said on both 
sides. Let us, therefore, consider 
briefly the facts behind these reasons. 
First, as to those who write business 
books today. Some are by professors. 
But almost without exception these pro- 
fessors are men who spend part of their 
time in a consulting or executive role 
with banks, factories, advertising agen- 
cies, investment houses or department 
stores, and get liberal fees for their ad- 
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vice. Thus they not only supplement 
their academic incomes, but fertilize 
and make concrete and practical their 
understanding of business affairs—so 
that when they write they have the ad- 
vantage of an ability to express them- 
selves in an organized way (a rare 
ability unless one has trained for it) 
plus a thorough-going grasp of actual 
problems in their field. Men like Dew- 
ing and Sprague at Harvard, Bishop 
and Westerfield at Yale, Seligman and 
Willis at Columbia, Edie at Chicago, 
Wright at Illinois—to mention only a 
few author-professors in the single field 
of finance—are not isolated closet phi- 
losophers. They, and many like them, 
are men of affairs in constant contact 
with business organizations. The mod- 
ern university schools of business from 
whose faculties come some of the best 
discussions of business subjects have 
literally made possible a new type of 
American literature—cogent in_ style 
and at the same time practical in 
method and social in outlook. The 
pattern of this writing contains a warp 
of sound economic training and a woof 
of vivid, first-hand experience in busi- 
ness. 

The present business generation has 
proved itself equipped in an unprec- 
edented way to put on paper its own 
best operating experience. 

A most striking development has 
been the contribution made by its 
trained leaders to the literature of their 
calling. At once one thinks of such 
outstanding names as Roy Durstine, 
Kenneth Goode, Earnest Elmo Calkins 
and others in the field of advertising; 
of St. Elmo Lewis, Percival White and 
Fred W. Shibley in the field of market- 
ing and merchandising; of Paul Mazur, 
of Lehman Brothers; W. Randolph 
Burgess, deputy governor of the Federal 
Reserve Bank of New York; Paul War- 
burg; Roger W. Babson and others in 
the field of finance; of R. H. Mont- 
gomery, W. R. Basset, John R. Wild- 
man in accounting; of Blake Snyder of 
Douglas Elliman & Company in real 
estate; of John A. Stephenson of the 


Penn Mutual in life insurance; and the 
list could be prolonged by consider:ng 
department stores, salesmanship, fore- 
casting, factory management, organ -a- 
tion theory and business statistics. 


BUSINESS READING NOT FOR 
ENTERTAINMENT 


That business books are not easy to 
read is a point that may be admittec 
despite the many exceptions. But b 
ness reading is not done for enterta n- 
ment. It is part of the day’s work if 
properly viewed. And to ask it to be 
diverting as well as informative is i» 
quently asking too much. One does 
not expect an annual report to be a 
best-seller, although its clarity show ld 
be assured. The report rendered by in 
industrial engineer on plant location or 
by a market analyst on new markets js 
studied at one’s desk for what it is. 
And the business book of today is in 
much the same case. It is a report of 
experience; it is a reference manual: a 
handbook of tested ideas; a mine of 
new suggestions and collated methods. 
Its value for you and me lies in its 
solid, selective, clear presentation of the 
best practice or theory. And to expect 
it to compete with Amos and Andy or 
with Greta Garbo is to compare unlike 
things. Approached in the right at- 
titude-—an attitude of desire to learn 
new business ideas—the modern business 
book is as simple, clear and compact as 
the subject matter permits. 

When a man tells me that he has no 
time to read, I always want to ask him 
if he has time to have gas and oil put 
into his automobile. The analogy is 
close. For wisely selected business read 
ing supplies new power, new ideas, new 
lubrication for the running of the busi- 
ness machine. And without these no 
progress takes place. 

But, says the man behind the ma- 
hogany desk, I know my business. That 
is why I am here on top. Why should 
I read what somebody else, often not 
so successful, is writing about? Which 
translated into less agreeable language 
means: “I don’t need new ideas. We're 
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going along all right. We have no 
problems that we can’t solve by our- 

Fortunately that attitude, extraordi- 
nary as it sounds when so stated, is by 


Richard Mont- 


no means universal. 


gomery, a most enterprising bookseller 
on the Pacific Coast, said recently: 
“We find that the men who are the 
n constant buyers of books on busi- 
ness subjects are the headliners in their 
ficlds. Go into the offices of the fore- 
most advertising men and bankers in 
this city, and you'll find the most com- 


and up-to-date libraries anywhere 
available.” 
\Which is what you might expect. 
M-ntion the business you are in, and 
the writer will name at least one critical 
problem which is worrying the thought- 
ful members of that profession and on 
which in every way and from every 
rce possible they are seeking sugges- 
t and guidance. Never was there 
room for complacency about operat- 
methods than today. Every special 
of business activity confronts new 
unique problems. Furthermore, on 
iny if not most of them there have in 
recent years been business writers who 
have offered new evidence that no alert 
executive can afford to ignore. 

“My business is different, however, 
and it isn’t possible to carry over ideas 
from one place or industry or organiza- 
tion to mine.” Quite so. But it is 
possible to adapt ideas, to get the kernel 
of value in an idea by stripping it to 
its essentials and then seeing how it can 
be worked out locally. “If I get one 
good idea from a business book, I find 
it has been worth many times its price 
to me,” is the way one man put it re- 
cently. But that requires critical and 
imaginative reading. If one wants 
specific suggestions, one hires a con- 
sultant at $100 a day, and after careful 
study he says what he would do. No 
author, however expert, would claim 
that his readers should copy his pro- 
posals wholesale. All he claims to be 
doing is to be placing his accumulated 
data alongside of yours for comparison 


and consideration. And if his book is 
worth reading, one or two of his ideas 
which do in fact shed new light on a 
familiar problem are a genuine and a 
generous contribution to the clarifying 
of your thought. To ask more is to ask 
someone unversed in your special con- 
ditions to solve your problems for you, 
which is manifestly impossible. 

But there is such a flood of books 
coming out, one hears, that it is hard 
to pick out the really worth-while ones. 
Even this is a slight exaggeration, how- 
ever, as anyone knows who realizes that 
books on business subjects come from 
only a handful out of the many gen- 
eral book publishers who might enter 
the field. However, the machinery of 
book evaluation is now well established. 
Trade-association publications usually 
review critically new volumes in their 
own industries. Trade and general 
business papers often review with dis- 
crimination books of related interest. 
The daily press reviews these works 
with increasing frequency. Public 
libraries increasingly have business de- 
partments or specialists who follow 
these matters closely. And bookstores 
more and more are in a position to 
guide one to the best and latest works 
on special topics. Publishers of busi- 
ness books stand ready to send an- 
nouncements of all new publications, 
and offer also to send books for ex- 
amination before purchase. Company 
librarians in the larger firms perform 
a valuable selective service. In uni- 
versity centers where there are teachers 
on business subjects, the advice of these 
experts is constantly being sought for 
reading guidance. 


GOOD BOOKS EASY TO FIND 


Never before, in fact, was it so easy 
to find out if the subject that one 
wishes to study has been intelligently 
considered in a recent book. 

My own conviction is that the most 
serious obstable to wider business read- 
ing is the difficulty that people find 
with the process of reading itself. Read- 
ing is an art and as such is susceptible 
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of improvement with practice and train- 
ing. There are better and worse ways 
to read—ways which are barren and 
ways which are productive. And once 
anybody gets the hang of the productive 
method of opening a book, both the 
utility and the joy of reading are in- 
creased. 

First of all in importance is the at- 
titude of the reader. It must be hope- 
ful, expectant, alert, desirous. He must 
come at his book with real delight in 
the idea of the communion of minds 
which is to occur. Approached as a 
task, reading becomes a drudgery. And 
it is for this reason that the physical 
condition of the reader is so important. 
He must be fit to read. If he has 
worked hard all day, eaten a hearty 
dinner, sat down in a deep chair with 
a glaring light on the page, no book on 
earth is bright enough or attractive 
enough to keep him long awake. The 
precisely opposite conditions must be 
deliberately provided, if one is to find 
business reading productive. One must 
not be too fatigued; one should eat a 
light supper, sit in an upright chair, 
preferably at a table where notes can be 
made, and have a mild but adequate 
light coming over the right shoulder. 
Also, the evenings in the early part of 
the week are to be preferred, since then 
the mind and body are likely to be 
fresher. Better two hours scrupulously 
devoted to serious reading on Monday 
and Tuesday evenings than more casual 
efforts spread through the week. 

Since business books are tools, they 
should be read so that they can be 
subsequently used for quick reference. 
This usually implies marking valuable 
passages and putting brief notes of re- 
minder on the end fly leaves of the 
volume. Chapters should be read as 
wholes at a sitting, with a view to get- 
ting the writer’s main idea. The good 
reader is always asking mentally as he 
reads, “To what extent does my ex- 
perience and thought agree with that 
of the author? Does he prove his case? 
How does what he says relate to my 
problems?” 
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For the printed page is no final 
arbiter. It is merely a record—to be 
sure, a selected and somewhat authorita- 
tive record—but it is always a point of 
departure for the reader’s own critical 
and constructive thought on his own 
situation. Books so viewed are surely 
more stimulating than if read as though 
they were the law and the gospel. 

Also the gentle art of skipping is 
something to be acquired—but only 
with practice. Naturally any good book 
treatment of a business topic will con- 
tain matter already known to the reader 
at all conversant with the feld. What 
he should be looking for is that which 
is new to him. New ideas are not nu- 
merous. Hence the test of a book's 
worth lies largely here—does it give me 
suggestions that fertilize thought on my 
own difficulties? 

There is, however, yet another test. 
Does the book impart a point of view 
or attitude or method of attack which 
is new to me? The sales manager’s at- 
titude toward his salesmen on the road, 
the treasurer’s attitude toward the use- 
fulness to others of the figures he sup- 
plies—these are examples of intangible 
factors which are nevertheless of im- 
mense importance in determining one’s 
value to a corporation. And when one 
becomes aware that one’s attitude is not 
considered sound, a carefully chosen 
book can often start the process of 
change in outlook. 

I would not have it thought, how- 
ever, that I am proposing a narrowing 
of one’s reading to vocational subjects. 
There is a limit to the amount of read- 
ing on detailed methods and technique 
that one should do at one time. I 
would suggest that for every explicitly 
vocational volume digested, one should 
read one volume of more general eco 
nomic character and two wholly un- 
related books in biography or fiction or 
travel. Indeed, particularly because the 
necessary preoccupations of most busi 
ness tasks are specialized and restricted, 
the executive should progressively orient 
himself not alone in relation to his job 
but in relation to life. 





Real Estate Financing of the Future 


Faults of the Present Methods and How They May Be 
Corrected 


By CHares G. EDWARDS 
President Real Estate Securities Exchange, New York 


Securities Exchange in New York 

has lately been the target to draw 
the fire of criticism for blame in con- 
nection with the deplorable condition of 
the real estate bond market. This criti- 
cism has come from a few of those 
underwriting houses which have in the 
past brought out real estate bond issues, 
from a few of the over-the-counter real 
estate bond traders who objected to the 
publication daily of “bid” and “asked” 
quotations on real estate bonds and from 
owners of small equities in properties 
financed through bond issues. 

Some financial writers, accustomed to 
extol the virtues of successful organiza- 
tions no matter from whence the success 
may have come, and equally willing to 
ridicule the efforts of those attempting 
to correct such evils as make for this 
character of success, have taken occasion 
to defend the practices of real estate 
financing that have been indulged in, 
while showing an utter lack of knowl- 
edge of the methods used, neglecting to 
offer any concrete suggestions as to how 
real estate financing may be undertaken 
in an honest and ethical manner. 

A prominent real estate broker in the 
City of New York recently stated that 
were it not for the publication of “bid” 
and “asked” prices for real estate bonds 
with their wide spreads, that the market 
for real estate bond issues in the last 
year would have been the largest in the 
history of the business. If the organi- 
zation of a public market for real estate 
securities has done nothing more than to 
prevent the issuance of real estate bond 
issues in the usual method employed 
during the last five years, then the in- 
vestor can be thankful that such a mar- 
ket exists. 


Ts recently formed Real Estate 


It is entirely within the realm of pos- 
sibility to finance real estate operations 
from recourse to the public purse in such 
a manner as will reflect credit on the 
underwriter, the borrower and his opera- 
tion. Building construction of the mod- 
ern type and in units of such magnitude 
as we have been accustomed to rear in 
the last ten years requires public financ- 
ing. 

The large reservoirs of capital held by 
insurance companies, banks and institu- 
tions cannot be relied upon to supply the 
necessary funds to finance the construc- 
tion of all of the needs of our growing 
communities. It is, therefore, necessary 
and expedient that the public should be 
expected to participate in this character 
of financing, provided it be done on a 
sound basis and in accordance with those 
principles laid down and adhered to by 
responsible bankers in providing the 
funds for developing railroads, public 
utilities and industrials. 

It is just as simple to finance real 
estate construction honestly as it is to 
finance the growth and operations of the 
telephone companies, where a large por- 
tion of the capital invested is represented 
by real estate holdings. 

Regardless of the number of dollars 
actually paid by investors for real estate 
financing and the number of these issues 
now in default, the question for the 
moment is, how can new money be se- 
cured for building construction that will 
be needed when the present surplus has 
been absorbed? In any plan of real 
estate financing the first consideration 
must be given to the investor. He is not 
only the customer of the underwriting 
house to whom it must owe some alle- 
giance if it expects to keep him as a cus 
tomer, but as a group the investor always 
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owns the largest share in the building 
enterprise, and regardless of whether he 
knows his fellow bondholder his interest 
as an individual should be regarded in 
the same light as the insurance company, 
which holds one single mortgage on the 
property financed. The mistakes of the 
past, if the injustices done the investor 
may be properly so called, are enumer- 
ated herewith, following which are given 
the suggested corrections: 


INEXPERIENCED UNDERWRITERS 


A large portion of the bond issues for 
real estate construction have been 
brought out by a class of underwriting 
houses and so-called bond companies 
whose experience has been solely con- 
fined to the organization of a high-pres- 
sure selling force of astute salesmen. 
Collateral values meant nothing to them. 
The possibility of maintaining sufficient 
income to cover all charges and pay off 
the obligations of the building at matu- 
rity was of no consequence, and, although 
they sold their wares on a basis of esti- 
mated earnings, they gave no thought to 
the management of the property mort- 
gaged, for this important feature of the 
enterprise was in the hands of the bor- 
rower. Fees were their only concern 
and if the market would quickly absorb 
the issue the profit was large and the 
responsibility negligible. 

The real estate bond issue of the 
future should be floated by responsible 
bankers who regard the confidence of 
their customers as of first consideration; 
who have a record, open to the public, 
of financing industrials, public utilities, 
railroads and municipalities that have 
succeeded through good management in 
paying interest and principal; who are 
willing to have the interests of the inves- 
tor (their customer) trusteed with 
responsible banks and who regard the 
borrower as a debtor until his obligations 
have been met in full. 

Heretofore the type of underwriting 
house and bond company regarded the 
debtor as their customer and lost sight 
of the fact that it would not have been 
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possible to finance building construction 
without the aid of the investor's dollar. 


FEE OR CHARGE FOR FINANCING 


Every dollar that is spent for financing 
is a direct charge against the property 
pledged. It is conceivable that something 
should be paid for the service of the 
banker in advancing the money and sell- 
ing the bonds, but why should savings 
banks and insurance companies be able 
to make loans on mortgages without fee 
or charge, except such modest sums as 
1 per cent. of the loan, when so-called 
bond houses require from 5 per cent. to 
20 per cent.? The reason is obvious. The 
institution is not obliged to resell its 
mortgage in small parts. The under- 
writers, on the other hand, must find a 
market for these bonds and must of 
necessity and in the interest of good busi- 
ness practice be compensated for their 
selling expense and a reasonable profit. 
Unfortunately this charge has been un- 
necessarily large, with the result that 
whatever the expense might be, it has 
been added to the amount loaned so that 
from 10 per cent. to sometimes 20 per 
cent. of the bonds issued were secured 
by fees paid underwriters and not the 
actual value of the real estate pledged. 

Financing charges should in no event 
exceed 5 per cent. on twenty-year bonds, 
and the offering of bonds as described 
in the circular should definitely state 
what these charges amount to. The pres 
ent method of offering a large percen- 
tage to the underwriter has been the 
means in many cases of obtaining loans 
that were far in excess of their reason: 
able relative value of the mortgage to 
the property offered as collateral. 


APPRAISALS 


The records today are filled with ap- 
praisals for bond issues that represent 
nearly double the actual value of the 
property pledged. To lightly pass over 
this fact, with the explanation that the 
value of the dollar has shrunk, is nothing 
less than absurd. Both land and building 
may appreciate or depreciate in value 
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but not to any such extent as to lose 
one-half of their fair value in less than 
one year. 

The valuation of real estate for bond 
issue purposes was not properly or con- 
servatively made in the first place. How 
could it be, when appraisers could be 
found who were willing to sell the use 
of their names for a fee regardless of 
any opinion they may have had as to 
the real value of the property pledged? 
It was common practice for borrowers 
or their bankers to make every effort to 
obtain the use of such names of real 
estate appraisers as were willing to ac- 
cept a commission for their signature to 
an appraisal that would justify the 
amount of the loan without any consid- 
eration for the real value of the property. 

The legality of bonds for trust funds 
was based upon the margin of safety 
between the actual fair value of the real 
estate offered as collateral and the 
amount loaned against it. Based upon 
such methods of appraising “legal for 
trust funds” becomes a sinecure and a 
fraud. The attitude of the distributor 
is—“Oh, well, it is only an opinion, and 
one doesn’t go to jail for that.” No, 
he does not. But, if opinions of fantastic 
values or earnings relied on when it was 
necessary to have them to sell bonds, are 
wrong forty-nine times out of fifty, then 
something is wrong with the system of 
financing which permits these opinions 
to be used. Fair, unbiased appraisals, 
the individual opinions of several real 
estate experts of long experience and 
intimate knowledge of the property to 
be appraised, can be obtained, if the bor- 
rower and the banker are willing to 
accept them from disinterested sources, 
and without attempt on their part to 
warp the appraiser's judgment or bait 

im with an unusually excessive fee for 
his services. Require an affadavit from 
the appraiser to the effect that he is 
giving his own personal opinion without 
fear or favor and without regard to the 
size of the fee paid him, but be certain 
that the appraisals are made by men 
whose affidavit means something. 

It would make curious reading, indeed, 
were the Attorney General of the state 
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to check up all issues authorized and per- 
mitted to be distributed to the citizens 
of their respective communities on the 
strength of estimated earnings and ap- 
praised valuations. It is safe to say, that 
such a review would result in actual 
earnings and actual valuations being so 
far less than estimates in nearly every 
single case, that the good faith of the 
house which sold the issue on these esti- 
mates could safely be challenged. In 
spite of the fact that millions of dollars 
of bonds are sold on a representation 
that the bonded property would produce 
an income of several hundred thousand 
dollars, the fact turns out to be that it 
does not actually produce half of that 
sum. 

An English court recently held an 
appraiser liable for loss sustained through 
reliance on his appraisal. One shudders 
to think of the decision’s being followed 
in this country under the bond issues 
publicly floated in the last five years. 
One sure way to introduce discretion 
and to estimate all value and earnings 
to be used in connection with the sale 
of real estate bonds would be to hold 
the appraisers responsible and to be sub- 
ject to a judgment in favor of the bond- 
holder for any loss sustained. 


UNWILLINGNESS TO FURNISH 
STATEMENTS OF EARNINGS 


But very few houses of issue or own- 
ers of equity in real estate have fur- 
nished, or are willing to furnish to their 


bondholders, statements showing the 
earnings of the property mortgaged. 
Imagine the plight of the holder of 
United States Steel Stock were he un- 
able to know the financial condition of 
the steel corporation. Any owner of 
stock in the steel corporation is familiar 
with the fact that he has obtained with- 
out request a financial report on the con- 
dition of his companv and an annual 
invitation to attend the meeting of the 
stockholders. His attendance at the 
meeting gives him full and free oppor- 
tunity to voice his sentiments or his 
criticism of the management. but he is 
usually given upon request all the infor- 
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mation that he may ask for in connection 
with his investment. 

In numerous cases holders of small 
equities in real estate operations refuse 
statements of earnings to the investor on 
the ground that the interest on their 
bond has been paid and that this is all 
they are entitled to know. A default 
in the payment of taxes, a reduction in 
the income from the property that may 
result in a default in the near future, 
are of no concern to the investor, accord- 
ing to those who hold a minor interest, 
but who hold the control of the manage- 
ment and of the finances of the company. 

Half truths, suppressed data, unwill- 
ingness to give earnings, all tend to de- 
preciate the value of the bonds, but, the 
borrower is solely to blame if he is un- 
willing to recognize that the bondholder 
has a major interest in his enterprise and 
is entitled to know all of the facts con- 
cerning his investment. 

Note the advertising of the American 
Water Works and Electric Company, 
Inc. The facts are “constantly available.” 
Compare this money spent in advertis- 
ing by a large, publicly-owned corpora- 
tion offering the facts to its stockholders 
with the action of those small equity 
owners in real estate who refuse infor- 
mation to the bondholders that hold a 
major interest in their property. 

Many of the local banks throughout 
New York State, the Southwest and the 
South owe their frozen condition to the 
presence in their portfolio of real estate 
bonds. If it had been possible to secure 
information concerning the issues they 
held they would at least have had an 
opportunity to dispose of them before a 
default occurred, or, to have taken such 
action as stockholders are usually per- 
mitted to take to correct the default be- 
fore it happens. 


TRUSTEES 


When one reads the record of de- 
faulted real estate bonds published in 
the daily press and then examines a 
number of the proceedings in which liens 
were foreclosed and the result to bond- 
holders, the first and foremost fact is 
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that these bondholders are so helpless, 
They seem almost deserted by their 
trustees, with the result that so-called 
“Bondholders Protective Committees” 
are formed. ‘These committees some- 
times represent, but more often misrep- 
resent, the bondholders and unless one 
joins the committee and deposits his 
bonds, he is apt to be much saddened by 
his experience. Insurance companies, 
great institutions, trust funds and large 
investors express their disapproval of real 
estate bonds, because of lack of control. 
The trustee as a rule is a trustee in name 
only. The powers of trust, as the indi- 
vidual understands them, are not reposed 
in the trustee, or, if they are, they are 
not indulged in. 

The name of a great financial insti- 
tution mentioned in the offering circular 
as “trustee of this issue” represents upon 
investigation the placement of the mort- 
gage in the vault of the institution, and 
a nominal fee for its custody. Beyond 
this the powers of the trustee are either 
limited or not exercised. 

Until trustees actually assume the re: 
sponsibility of a trustee toward the bond- 
holders for whom they act, the bond- 
holders will still be helpless and without 
control. It is difficult to understand the 
attitude of some banks and trust com: 
panies which accept these trusts with no 
sense whatsoever of the helplessness of 
their beneficiaries or of their own respon: 
sibility as trustees. If they are not pre 
pared to assume the management of the 
properties, to institute foreclosure pro 
ceedings if conditions justify or refrain 
from foreclosing, if that course is dic’ 
tated by good judgment, then they 
should realize their inadequacy and re 
fuse the trust, for while the present 
method may exonerate them from legal 
liability it does not cover them with 
glory. 

A trust agreement accompanying 4 
mortgage should provide that from in 
come collected there shall be deposited 
quarterly with the trustee a sum sufi: 
cient to accumulate reserves for taxes, 
mortgage interest and amortization. If 
this plan had been followed in the past, 
bondholders would be in possession at 
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all times of knowledge concerning - the 
value of their bonds, and in the event 
of inability or neglect to meet these pay- 
ments, the trustee would be in a position 
to act in the interest of the bondholder 
before a default occurred. 


REDEMPTION OF BONDS 


One of the great “rackets” practiced 
today is the repurchase by real estate 
property-owners of bonds for redemp- 
tion purposes. Certain issues provide 
for the redemption of serial bonds at par 
or above. The owner in control of the 
property or the corporation owning con- 
trol, with a board of directors of their 
own choosing, is aware of the ability of 
the property to redeem a portion of its 
outstanding obligations. 

Through secret markets, where prices 
paid are not divulged, they purchase 
from the bondholder his bonds at de- 
pressed prices. Unable to secure state- 
ments of earnings and not knowing who 
his fellow bondholders are, he sells at 
the figure named by the owner’s broker. 


The bonds so purchased are then retired 
by action of the directors “at par” and 
the defense of such tactics is—that the 
retirement of bonds increases the value 


of those bonds still outstanding. Of 
course it does, but at the expense of the 
bondholders. 

Indentures should provide that all 
bonds called for redemption or sinking 
fund purposes should be called by pub- 
lic advertising or by notice to each bond- 
holder or both. No other method will 
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afford the protection to the investor that 
he is entitled to. 

It is a simple procedure to set up a 
bond issue that will be comparable to the 
best issues of any security that have ever 
been sold. The formula is not new. It 
has been used time and time again by 
responsible borrowers and bankers. But, 
why the departure from these standards 
in the case of real estate bonds, so often 
called “the best security in the world” 
and certainly conceded to be the basis 
of all wealth. 

If real estate bond issues had been 
treated with the same respect that our 
public utility issues had enjoyed, there 
is no telling what limits the real estate 
bond business might have reached, and 
surely those good bonds would not be 
subjected to the same price fluctuation 
as the poor ones. 

Real estate bond issues are necessary. 
They will again be in demand. Stock 
issues, where the public is entitled to 
participate in the actual earnings of real 
estate, will be a popular form of financ- 
ing, but the financing of real estate in 
the future must give first consideration 
to the investor and in proper order such 
consideration to the borrower as his rela- 
tive ownership of the property entitles 
him to. He must not be permitted. to 
control the entire investment when his 
interest is but a minor one, and with 
absolute disregard of the rights of those 
bondholders whose ownership represents 
generally from 60 to 100 per cent. of 
the entire capital invested. 





George F. Baker Dies at 91 


a directors’ meeting of the Con- 
solidated Gas Company, George 
Fisher Baker, chairman of the board of 
the First National Bank of New York 
and dean of Wall Street bankers, died 
of pneumonia at the age of 91. His 
death occurred May 2. 
Known as one of the wealthiest men 


Tes days after he had attended 
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© international News REEL 
GrorGE F. BAKER 


Chairman of the board of the First 
National Bank of New York, who 
died recently. 


in the United States, Mr. Baker was the 
last active survivor of a great group of 
financiers who in the last generation 
laid the foundation for our present-day 
industrial and railroad wealth—a group 
including J. Pierpont Morgan, E. H. 
Harriman, James Stillman, James J. Hill, 
Jacob Schiff, William Rockefeller, H. 
H. Rogers and Henry C. Frick. 

He was conservative personally and 
in his business dealings. Rarely inter- 
viewed, he was often called the “Sphinx 
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of Wall Street” and his best known 
address was one of six words, “Thank 
you, and God bless you.” 

Mr. Baker was born in Troy, N. Y., 
on March 27, 1840, and began his 
banking career as a clerk in the Albany 
office of the State Banking Department 
at the age of 16. In 1863 he aided in 
the opening of the First National Bank, 
of which he became teller and a direc: 
tor. Two years later he became cashier 
and the bank’s active head. He carried 
the institution successfully through the 
panic of 1873 and early the following 
year Mr. Baker headed a group which 
bought the bank. In 1877 he became 
its president. Its success since that 
time is known to every banker. 

In 1900 Mr. Baker became president 
of the New York Clearing House. The 
following year the financial world was 
amazed when the First National Bank 
declared a stock dividend of 1900 per 


cent., increasing its capital from $500, 


000 to $10,000,000. Even after this 
dividend the surplus stood at $11,651, 
724. The First Securities Company was 
organized by him in 1908 as an adjunct 
to the bank. 

Although his primary interest was in 
his bank, Mr. Baker was active in many 
other industries. At the height of his 
career he held directorates in forty- 
three banks and corporations, including 
the American Telephone & Telegraph 
Company, the Pullman Company, the 
Consolidated Gas Company, Lehigh ¢ 
Wilkes-Barre Coal Company, Metro 
politan Opera and Real Estate Com: 
pany and the United Electric Light & 
Power Company. He was actively in 
terested in the Guaranty Trust Com: 
pany of New York and was a power 
in the United States Steel Corporation 
from its inception, when he became a 
member of its finance committee. 

In the last sixteen years Mr. Baker's 
list of publicly announced benefactions 
in charity, art and science totaled more 
than $16,000,000. 





Take a Human Inventory 


Careful Selection and Training of Personnel Does Away with 
Losses Due to Diminishing Value of Employes 


By JOHN POOLE 
President Federal-American National Bank and Trust Company, Washington, D. C. 


HE business man takes an inven- 
tory of his stock in trade at regu- 
lar intervals. He does this pri- 
marily for the purpose of closing his 
books and determining the results of his 
business operations. 

When the credit man of the bank 
looks over the business man’s statement, 
he wonders how to appraise the various 
assets. For instance, how good is the 
inventory figure? Was it actually taken, 
or estimated? And how was it priced? 
What was done about the damaged 
goods—the soiled and shelf-worn mer- 
chandise—and especially what was the 
carry-over from last season that is now 
out-of-style? 

As bankers, you are vitally interested 
in these things in passing on loans to 
your borrowers. But what about your 
own inventory? Did you ever take a 
human inventory of executives and em- 
ployes? Don’t you know that with the 
passing of time human beings, as well as 
merchandise, get full of cobwebs—rusty 
—shelf worn—and, too frequently, ter’ 
ribly out-of-date and out-of-style—result- 
ing in diminishing values? You expect 
the business man to adjust his inventory, 
but how do you deal with the same thing 
in your own business? 

While many executives and employes 
still have “that something” that carries 
men through to success—there are others 
who have had it and lost it, and, of 
course, some who never knew what it 
Was. 

It is a good plan to take stock regu- 
larly—to look over yourself, along with 
the employes. It’s a good plan to study 
the location and the prevailing relations 
policies of your bank, and make sure 


From an address before the New Jersey 
Bankers Association. 


that in man-power and otherwise your 
bank is keeping pace with the progress 
of others—and that it is a 1931 model 
in 1931. Competition is keen, and the 
personnel of any business is of extreme 
importance. 

I believe that if employes are both 
well selected and well trained, there is 


© warris & ewinc 
JOHN PooLe 


President Federal-American National 
Bank and Trust Company, Wash- 
ington, D. C. 


not much danger of having to write off 
heavy inventory losses growing out of 
diminishing values in the employe end of 
the business. 

In selecting and training employes at 
the Federal-American National Bank 
and Trust Company in Washington, 
D. C., this routine is followed: 
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The applicant calls and, if he has 
the right outward appearances, he is 
patiently interviewed. Poise, education, 
training and personality are the quali- 
ties which interest us most, it being 
understood, of course, that honesty and 
sobriety are fundamentals. Also we 
value character equally with brains in 
choosing young men, with our preference 
running to boys and girls just out of 
school, especially the honor students, for 
they have formed no business habits, 
either good or otherwise, and are easily 
trained. The application is filed, refer- 
ences carefully investigated, and, in some 
cases, employment follows. 

At the time a new employe enters the 
service of the bank, certain general 
things are told him by the cashier, our 
personnel director, some of which are the 
following: 

He is told the general rules of the in- 
stitution regarding hours, lunch time, 
smoking, and other regulations, both 
written and unwritten; the necessity for 
absolute secrecy regarding the affairs of 
the bank and its depositors is stressed; 
he is made to realize that accuracy, 
thoroughness and neatness are more im- 
portant than speed; he is told about the 
idea of courtesy and the value of a smile 
—a general spirit of willingness and 
cheerfulness in his contacts with other 
employes as well as customers; he is made 
to realize that now wherever he goes 
he is representing the bank and that he 
should make a good impression; he is 
taught how to use the telephone; he is 
told the importance of watching the bul- 
letin board; he is told that he is expected 
to keep his desk and machine clean 
and orderly; he is taught that, when his 
work is finished, he should help others; 
he is made to realize the importance of 
referring matters to the head of his de- 
partment or to an officer; he is given the 
opportunity to take out a group insur- 
ance policy. 


STARTS AT THE BOTTOM 
He usually starts at the bottom, but 


as soon as possible he is shifted around 
to different departments for training and 
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also to get a better idea of the kind of 
co-ordination and co-operation that must 
be developed between these departments 
in order to expedite the work of all de- 
partments. This shifting also helps us 
to size up the men—to appraise them— 
to fit round pegs into round holes and 
square pegs into square holes. 

Naturally, the local chapter of the 
American Institute of Banking is highly 


‘recommended to every employe as these 


courses offer excellent facilities for an 
all-round banking education. For a 
number of years we have offered prizes 
to all employes completing courses, and 
this year we are refunding the dues and 
tuition. We like to see our employes 
attending other schools, taking courses in 
any subject which broadens them, and 
we try to recognize their ambition and 
desire for increased knowledge in a ma- 
terial way whenever it is backed up by 
conscientious work on their jobs. 

Group or departmental meetings are 
held after hours. For instance, we bring 
all the individual bookkeepers together, 
generally without a program, inviting 
them to talk there just as freely as they 
talk among themselves. Ideas, sugges- 
tions, questions and practical demonstra- 
tions result. For instance, one day we 
took a day’s checks, totaling about $100, 
000 for each bookkeeper, which checks 
the bookkeepers ordinarily post against 
the ledger balances, prove the work, and 
call it a day, and we explained to these 
bookkeepers that. they are really the big 
paying tellers of the bank. Instead of 
seeing these checks as cold type and 
writing, posting and deducting, they 
must realize that every time they post a 
check the bank pays out cash for that 
amount. We let them look at $100,000 
in cash, made up of big bills—tittle bills 
—and coins. It helps them to visualize 
what the bank pays out when they pass 
on and post the great volume of daily 
work. It runs into the millions in a sin- 
gle day. 

The employes have a club of their 
own—a club for social and educational 
improvement. In this, there is a fine ad- 
mixture of business and wholesome fun. 
Officers, directors and prominent busi 
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ness men come in and discuss timely 
matters with them. 

The employes must not only be trained 
in the actual work and educated through 
schools and otherwise, but they must be 
protected, and that’s your job. It is not 
fair to expose a fine boy or a fine girl to 
the dangers of temptation by running a 
loose bank or by countenancing care- 
lessness. It is not fair to expose a fine 
boy to the dangers of debts by neglect- 
ing to inculcate habits of thrift. Tell 
them in your own words the glory of 
earning their own bread—that nothing 
takes the place of a little ready money 
in the bank—that the ability to save, to 
get ahead financially, denotes self-mas- 
tery. Do the things you think ought to 
be done to protect these fine lads. 

It won't hurt you to take the boys to 
lunch with you—two at a time rather 
than one—fill them up and let them talk. 
You will be amply repaid for the time 
you spend. Drive around in your car to 
look over their home neighborhoods— 
and size up the probable contact. You 


know the kind of work each employe 
does in the bank—how much you trust 
him in the way of money, securities, col- 
lections, trial balances, information and. 
so on, what money he gets, whether he 
is married or single. But where does he 


live—and how? Can he afford to live 
in a house like that? Is it too good 
for him—over his head? Or possibly it 
may seem to be the wrong neighborhood 
for a man who knows so much about 
your bank. 


LETTERS TO EMPLOYES 


Write letters to them every now and 
then. Spend enough time on them to 
think these letters out—letters on bank- 
ing education, something they think you 
know a lot about. Send an occasional in- 
spirational letter—a letter on the anni- 
versary of their service with you. The 
employe been with the bank three years 
or ten years. Praise what you can, and 
suggest what you think the employe 
needs; try your hand at writing letters 
to the mothers of all the employes—to 
the wives of the married men—and tell 
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them you are interested in developing 
your people and ask them to take a live- 
ly interest in their ambitions and plans. 

The following is a sample inspira- 
tional letter which the Federal-Amer- 


ican sent to all employes: 


In the life of every successful business man 
there must come a time when he first realized 
that if he were to make a success, he would 
have to do it himself. 

That is the hour when success begins. 

There must be an objective—a high plane 
we want to reach—an ambition to achieve. 
You cafmfeel it very distinctly when the de- 
terminatton comes to make something big out 
of yourself. It is as though you were born 
anew. What a thrill! What an inspiration! 

Following “the objective’—‘the plan”— 
it is well to lay out thoughtfully a code of 
ethics by which we shall live—a course of 
study by which we shall learn—a program 
of hard work, by which we shall produce. 
Most people never see their opportunities be- 
cause Opportunity is usually disguised as Hard 
Work. Hard work becomes easy work when 
one learns to enjoy what he is doing—when 
one keeps himself well—when he has a healthy 
body and a healthy mind—when one plays 
the game with a true sense of fair play. 

It is entirely up to you and to me—nobody 
else can do our job for us. We shall rise 
or fall on our own showing. We must grow 
bigger inside if we want bigger positions, and 
if we ever hope to enjoy a bigger success! 

There are lots of degrees of success, but 
success with honor is the highest reward for 
human endeavor. 


Then, this is the letter sent to one of 
our boys on the first anniversary of his 
employment: 


This is the first anniversary of your com- 
ing into our service, and I just want to tell 
you what a fine impression you have made 
upon me and the rest of the officers. 

You not only have a very pleasant per- 
sonality, but you have always manifested a 
splendid interest and spirit of willingness ever 
since you came to us. 

If you keep your eyes and ears open, be 
alert to the things that are going on about 
you, absorb all the information you can, and 
try conscientiously to improve yourself, I feel 
certain you will have a very satisfactory bank- 
ing career. 

Certainly, you have my best wishes, and I 
shall be glad to do everything I can to help 
and encourage you. 


In addition to doing all these things, 
we encourage our employes’ entering 
the District of Columbia Bankers Essay 
Contest. 
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We encourage sports—having teams 
in tennis, baseball, bowling and other 
amateur leagues. 

We urge our people to make good 
use of their spare time. This applies 
not only to evenings, but also to vaca- 
tions, which should be planned to pro- 
vide recreation, recuperation and health. 
Vacations should never be spent in tak- 
ing other employment, however easy the 
work may be. 

We encourage them to keep their bank 
accounts with us, and whenever there 
is any necessity for borrowing, to tell us 
about it. These accounts and loans, 
while necessary to them, are of little or 
no value to any bank, but we prefer to 
trust our employes in all things. We 
prefer to know first hand and all the 
time what they do with their money. 

We permit no lending or borrowing 
between the employes—no cash items— 
no hold-overs. 


SYSTEMATIC SAVING 


Realizing how difficult it is for most 
people to get the habit of regularly and 
systematically building up a little “cap- 
ital” or “opportunity account” if you 
like, and knowing that bank employes 
are no better in this respect than other 
employes of similar incomes, we recently 
tried the experiment of paying off the 
entire force putting 10 per cent. of their 
pay in a separate envelope with the fol- 
lowing message— 

This is your TREASURE CHEST MONEY. 

It is 10 per cent. of all the money you 
receive for all the labor you give. 

Don’t let it get away from you,—KEEP 
Ir if you possibly can as a part of your 


“capital” account. 
That's the way to get ahead financially. 


and putting 90 per cent. of their pay 
in another envelope which said that 
“This contains your Livinc EXPENSE 
Money.” 

As the boys and girls get a little older 
and salaries get a little higher, spring- 
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time comes with some of them, and they 
feel like getting married. If it’s one of 
the girls, she goes when she marries, be- 
cause we do not want any divided inter- 
ests—trying to do our work at the bank 
with home cares on her mind. It’s dif- 
ferent with the boys. They must show 
their financial ability to carry on with 
a wife. They come to me—we talk 
things over—he gets the best counsel I 
can give him and if he can prove his case, 
we are not only willing to keep him on 
after he marries, but we are glad that 
he wants to and can. But if his margin 
looks too thin, we think it better that 
he should find another place now because 
it would be hard for any considerate 
man to let a married man, perhaps with 
a child, go later on when he so desper- 
ately needs help. Financial worries 
depreciate human values. 

Somehow, we like to get across the 
idea to our young men that instead of 
their being clerks, controlled by a boss, 
they are in business for themselves, and 
through the officers the bank is their 
customer, buying what each one has to 
sell. For instance, the bank is buying so 
many hours of service.. It is also buying 
personality, disposition, enthusiasm and 
industry. Indeed, we are buying their 
mental and physical output. Therefore, 
in the final analysis, each one is in busi- 
ness for himself, with power and success 
gravitating to those who make them- 
selves most valuable. 

If I had the choice of two young men 
for a vacant job—both willing to report 
on time every morning—both willing to 
stay every day until the work is done— 
both equally accurate and dependable, I 
should take the one with personality and 
enthusiasm. If the work alone was worth 
a $100 a month, I should rather pay 
$25 or $50 more to the better man. 
That’s what I should term internal 
advertising. That’s the place inside the 
bank where, in my opinion, the first 
advertising money should be spent—on 
the personnel. 





United States Business in Conference 


Annual Meeting of the United States Chamber of Commerce 
Discusses Some Current Problems 


discussions—with as many and as 

varied titles—at the annual meet- 
ing of the United States Chamber of 
Commerce held in Atlantic City last 
month, but the one subject most dis- 
cussed was the depression. What 
brought it about, what remedies could 
be found for it, how future similar 
conditions could be avoided, what about 
the wage question, unemployment in- 
surance, and, as a well known cartoon- 
ist says, “so far on into the night.” 

After three days of discussion, the 
delegates adopted twenty-five resolu- 
tions, passed on to the International 
Chamber of Commerce the silver prob- 
lem and adjourned to meet next year 
in San Francisco. 

A substantial and immediate  re- 
trenchment in Government expenditures 
was advocated in one resolution; an 
American merchant marine was re- 
garded as essential; the present policy 
of the Treasury in applying interest 
payments received from foreign obliga- 
tions to our own Government’s interest 
obligations rather than to debt reduc- 
tion, was commended; American 
travelers and shippers were urged to 
use American ships; closer co-ordination 
of work between the Department of 
Justice and the Federal Trade Commis- 
sion was advocated. 

The Government came in for its 
share of criticism. So much so that 
when James C. Stone, chairman of the 
Federal Farm Board, finished his ad- 
dress, he added a few impromptu re- 
marks, the gist of which was that those 
present should co-operate with the 
Government in what it is trying to do 
for agriculture, or keep quiet. 

The Federal Government was criti- 
cized for restricting business (the anti- 
trust laws) while it urged business to 
keep up wages, keep up production, 


ik were many addresses and 


and otherwise strive to bring about a 
return to more prosperous conditions. 
The mis-deeds of politics were blamed 
by Julius H. Barnes, chairman of the 
board of the Chamber of Commerce, 
for the world’s ills. 

The railroads criticized the restric’ 
tions with which they are surrounded 
while other forms of transportation go 
comparatively free; the coal industry 
blamed the anti-trust laws for its con- 
dition. 

Government, and the present ad- 
ministration, however, had an ardent 
supporter in Robert P. Lamont, Secre- 
tary of Commerce, who declared that 
the Federal Government was doing 
everything in its power to restore 
prosperity. He emphasized the presi- 


dent’s policy of maintaining wage scales 


and shortening hours and bade young 
executives prepare now for another de- 
pression which may come in another 
decade by setting aside some of their 
earnings for such an emergency. 

The keynote of many addresses which 
concerned the need for _ industrial 
stabilization was that it was industry's 
problem to integrate production and 
consumption and set its house in order 
rapidly to avert threatened political 
action. 

One phase of this “threatened polit- 
ical action” was discussed in the in- 
surance round table, where the subject 
of unemployment insurance came up. 
James A. Beha, former Superintendent 
of Insurance of New York State, 
thought some forms of unemployment 
might be insurable; Leroy A. Lincoln, 
vice-president and general counsel of 
the Metropolitan Life Insurance Com- 
patty, maintained that insurance was 
not a solution for unemployment in all 
its aspects as the risk of unemployment 
was not predictable within reasonable 
limits. 

757 





758 


Following are given statements from 
the addresses of a number of speakers 
at the convention: 


Robert P. Lamont, Secretary of Com- 
merce: 


“If they (the younger executives) ob- 
serve well and remember the hardships 
and difficulties of our present situation, 
if during the intervening years they 
put a little more emphasis on the 
economic and human aspects of busi- 
ness and if they begin as soon as condi- 
tions warrant to put away each year 
in some form of reserve a small frac- 
tion of what may, perhaps, have been 
overspent in mechanical and physical 
development, they may find themselves 
with a less difficult problem of unem- 
ployment to cope with and in a very 
much better position to do it.” 


Leroy A. Lincoln, vice-president and 
general counsel Metropolitan Life 
Insurance Company: 


“The danger against which we must 
constantly be on our guard is that too 
much emphasis on the possibilities of 
unemployment insurance is likely to 
result in too little attention to the 
necessity of stabilizing employment con- 
ditions themselves.” 


Harry A. Wheeler, vice-chairman First 
National Bank of Chicago: 


“After a spending orgy such as was 
indulged in in 1928 and 1929, we have 
an excuse to curtail our purchases and 
economize in the use of goods and ser- 
vice. This economy, justifiable in the 
case of that large class of our population 
possessed of little reserve means, was, 
and is, being overdone by those whose 
means are still abundant enough to pro- 
ceed with their normal expenditures 
without being accused of extravagance 
or without injuring materially the 
safety reserves which they have accu- 
mulated. The practical side of 
the matter is that if we insist upon 
continued curtailment (those of us who 
do not have to do so), and continue 
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to live on and wear out the things we 
acquired in the period of inflation, we 
are by that act still further contracting 
the circle of depression, definitely in- 
creasing unemployment day by day and 
making more necessary gifts or doles for 
the support of those who cannot sup- 
port themselves. As a matter of com- 
mon sense it would be better to spend 
than to give. The giving is a relief 
measure, never a cure.” 


James C. Stone, chairman of the Fed- 
eral Farm Board: 


“I want to emphasize to you that it 
is not the intention of the law or of 
the board to intentionally try to hurt 
anybody’s business. We are trying to 
help agriculture and if we are success 
ful in that it means every business man 
in America will profit by it. If you 
will give it support, not just criticize it 
without saying how to do it better, not 
criticizing before you read the law—if 
you will take the other attitude of help- 


fulness I think we will bring about a 
better condition for American agricul- 
ture, which means a better day for 
American life in all its phases.” 


Julius H. Barnes, chairman of the 
board of the Chamber of Commerce: 


“When Russia completes at enor’ 
mous sacrifices its five-year plan of 
productive facilities it will still be at 
the foot of all those nations with which 
fifty years ago it marched on even 
terms. Those who believe that co- 
ordinated direction by single authority 
can possibly equal the free play of 
myriads of judgments in the fair field 
may well ponder this condition. Any 
plan may achieve some advance when 
that advance begins on the standards 
of primitive barbarism. But in America 
we deal with problems a thousand times 
more delicate-and complex. 

“The danger is that emotionalism, 
which will not patiently study and 
analyze the vast influences at play, may 
resort under short-sighted leadership to 
the paralyzing injection of Government 
into the free play of unfettered effort. 
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Business men are in a measure handi- 
capped in a time of reckless appeal to 
the public emotion. Business intends 
that the responsibility for shrinking 
employment, for suspended earnings, 
for problems and distress entering so 
many homes, shall be laid at the door 
of those who thoughtlessly or recklessly 
lend themselves to destructive panaceas. 

“Business proposes to submit its 
cause on logic and reason and accuracy 
of statement. It will challenge mis- 
statements.” 


John W. Pole, Comptroller of the 


Currency: 


“I am of the opinion that there is 
today a very strong public support for 
the assertion of a bold national banking 
policy by Congress—a policy compa- 
rable to that which gave rise to the 


i 
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National Bank Act and the Federal 
Reserve Act. Acting upon my responsi- 
bility for recommending to Congress 
the enactment of banking legislation I 
have taken the position that the whole 
question of parity between national and 
state banks should be abandoned in 
favor of: legislation for the national 
banks upon. a national policy alone. As 
to the substance of such legislation I 
am strongly of the view that Congress 
should make it possible for the strong 
banks in the commercial centers to ex- 
tend their facilities directly to the out- 
lying communities. In other words, a 
system of branch banking under na- 
tional sponsorship, national control and 
national standards. This would enable 
all classes of our population to have 
easy access to the best and strongest 
type of banking which we have been 
able to develop.” 


Architect's drawing of the new branch office of the Fulton Savings Bank, Brooklyn, 


N. Y., to be erected at Flatbush and Caton avenues. 


brick, trimmed with stone. 


It will be of hand-made Harvard 


A bust of Robert Fulton will adorn the pediment over 


the doorway and a stone medallion depicting a conventionalized steamboat will give 


decoration to the pediment above. 


Entrance gate and grilles will be of wrought iron, 


of Georgian character, to carry out the Gedrgian design of the building. 
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World Business Leaders Confer 


One Thousand Representatives of Thirty-five Nations Meet in 
Washington 


EBTS and reparations, tariffs, sil- 
D ver and Russia—these were the 

four topics about which most of 
the discussion centered when more than 
a thousand representatives of thirty-five 
nations met last month in Washington, 
D. C., at the Congress of the Interna- 
tional Chamber of Commerce. 

Suggestion by President Hoover, who 
addressed the first session, that the 
business men of the world unite to force 
disarmament in order to relieve tax 
burdens, rehabilitate international fi 
nance and overcome the existing de- 
pression, came as a surprise to the 
delegates, but did not deter them from 
criticizing the debt and tariff policies 
of the United States. 

Speakers representing South America, 
Europe and Japan centered upon the 
tariff and other artificial trade barriers 
as the direct cause of the present eco- 
nomic distress and M. Georges Theunis, 
former Premier of Belgium and _presi- 
dent of the Chamber, said he personally 
was convinced that “the commercial 
policy and the customs tariff in force 
in most of the countries of the world 
constitute one of the fundamental 
causes of our actual economic troubles.” 

Advance notice that the United 
States Government would not take of- 
ficial cognizance of the Chamber’s de- 
liberations bearing on international fe- 
lations or make any commitments to 
follow policies broached by the or- 
ganization, did not limit discussion of 
these problems, but did dampen the 
hopes of some of the delegates, who had 
expected to bring about eventual politi- 
cal changes. 

It did not, for instance, prevent 
Henry Bell, a British delegate, from 
declaring himself as follows: “The 
people of the great nation whose guests 
we are, are magnificent hosts, but they 
are awfully poor customers. 


America sells twice as much to Europe 
as it will take in exchange. We come 
here today—I am sure without offend- 
ing our friends at all—to put it up to 
them whether they don’t feel 
that in -regard to (Europe’s) debt 
a rather larger, a rather kinder, 
a rather better attitude might be taken.” 

Nor did it prevent Dr. W. H. 
Coates, well-known English economist, 
from making a direct threat that tariff 
reprisals would be in order if the 
United States continued its present high 
tariff rates. “When efficiency is very 
high,” he said, “exports are natural. 
The rest of the world wants to benefit 
by that efficiency. It wants American 
cars. They are so good. But we shall 
shut them out if you will not take the 
products of our efficiency, whatever be 
their form or whatever their national- 
ity.” 

After the smoke of battle had cleared 
away, three very tactful resolutions, 
framed to please everybody, were in- 
troduced by the Resolutions Committee 
and passed by the Chamber to deal 
with the troublesome tariff and repara- 
tions questions. 

On the subject of reparations, the 
resolution stated, “International obliga- 
tions have been made definite in amount 
and in terms as between nations. The 
integrity of such obligations is always 
fundamental to the maintenance of in- 
ternational credit and to the expansion 
of commerce and industry. The ob- 
servance of this essential principle, how- 
ever, is not inconsistent with an im- 
partial. examination of the effects of 
these obligations on international trade, 
if warranted by changed economic con- 
ditions. 

As regards tariffs, the Congress re- 
solved that “National and international 
trade should be encouraged by the re- 
moval of every obstacle possible. Tariffs 
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should not discriminate unfairly between 
nations. : 

As a result of President Hoover's ad- 
dress the resolutions included the fol- 
lowing: “. . . The International 
Chamber recommends the efforts being 
made by the governments of the world 
to reduce armaments to the lowest pos’ 
sible limit and urges that (this effort) 
should be redoubled. : 

Everybody had something to say 
about the silver question, which was 
settled by ‘Tsuyee Pei, president of the 
Bank of China, with the suggestion that 
an International Silver Conference be 
called later this year under the auspices 
of the International Chamber of Com- 
merce. This suggestion was passed by 
the Congress on the last day of the 
meeting. 

Despite the fact that the delegates 
generally agreed that the Soviet bid for 
world trade presented a real challenge 
to capitalists, the subject was little 
discussed in the open session and 
the principal prepared paper—that 
of Colonel Hugh L. Cooper, president 
of the American-Russian Chamber of 
Commerce—was not delivered on ac- 
count of time limitations. It was, how- 
ever, issued in the form of a statement. 

Among the most widely quoted ad- 
dresses of the week’s session was that 
of M. A. Traylor, president of the 
First National Bank of Chicago, in 
which Mr. Traylor struck sharply at the 
financial and political leaders of the 
last decade, criticized stock exchanges 
and made suggestions for drastic 
changes in exchange rules. This ad- 
dress is quoted more widely elsewhere 
in this issue of THE BANKERS MaGa- 
ZINE. 

The address of Andrew W. Mellon, 
Secretary of the Treasury, at a lunch- 
eon given to the visitors who are bank- 
ers by the American Bankers Associa- 
tion, was also received eagerly. Secretary 
Mellon assured the delegates that the 
United States intends to hold up her 
standard of living. He made cautious 
predictions of better times ahead. 

Franz von Mendelssohn of ‘Germany, 
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who is the new head of the organiza- 
tion, did not attend the meeting in 
Washington but addressed the assembly 
by radio. “Business is in extraordinary 
straits,” he said, “such as it has hardly 
ever been in before. But equally ex- 
traordinary are the possibilities given to 
the leaders of business to release it 
from these straits, to convert scientific 
progress into well-being, and to convert 
the riches of the earth which this 
progress has rendered available, but 
which, owing to present overproduction, 
seem almost to be a curse, into real 
riches and blessings for mankind.” 

Among the important statements made 
by speakers at the convention are the 
following: 


President Hoover: 


“The world expenditure on all arms 
is now nearly five billions of dollars 
yearly, an increase of about 70 per cent. 
over that previous to the great war. 
We stand today with nearly 5,500,000 
men actively under arms and 20,000,- 
000 more in reserves. These vast 
forces, greatly exceeding those of the 
pre-war period, still are to be de- 
mobilized, even though twelve years 
have passed since the Armistice was 
signed, because of fear and of inability 
of nations to co-operate in mutual re- 
ductions. 

“This vast armament continues not 
only a burden upon the economic re- 
cuperation of the world, but of even 
more consequence, the threats and 
fears which arise from it are a serious 
contribution to all forms of instability, 
whether social, political or economic.” 


M. Georges Theunis, former Premier of 
Belgium: 


“I personally am convinced that the 


commercial policy and the customs 
tariff in force in most of the countries 
of the world constitute one of the 
fundamental causes of our actual eco- 
nomic troubles. It is precisely in this 
field that concerted action could be 
effective, but very considerable and 
patient efforts will have to be made. 
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A liberal customs policy might be ex- 
pected to lead to better business condi- 
tions. But the present depression itself 
has the effect of increasing the protec- 
tionist temper of the various states. 

“In company with many other busi- 
ness men, I am convinced that govern- 
ment intervention is most often useless 
and harmful, since it interferes with the 
free play of economic laws. These in 
the long run always assert themselves, 
and the success which has attended cer- 
tain instances of government interven- 
tion has only been temporary.” 


M. Jean Parmentier, director of the 
Credit Foncier of France: 


“Comparison with the economic con- 
dition of the United States has long 
shown that the principal reason which 
has brought about the disadvantageous 
situation now handicapping Europe con- 
sists in her division into numerous ter- 
ritories separated from each other by 
tariff barriers. This condition inevitably 
results in unfavorable distribution of 
production, creation and upkeep of 
purely artificial industries and limited 
markets. 

“If Europe constituted a single eco- 
nomic unit, its chances for prosperity 
would be infinitely greater than at 
present. Hence, the attempts made in 
recent years to direct Europe into 
channels of stabilization, or general and 
concerted tariff reductions.” 


Kenkichi Kagami, president Japanese 
Mail Steamship Company: 

“No country in the world can adopt 
a consistent challenge against this tariff 
problem, but there is no doubt whatever 
that this stoppage of the flow of com- 
modity imports constitutes stumbling- 
blocks to any early revival of the 
world’s trade situation.” 


Dr. W. H. Coates, English economist: 

“High tariffs are encouraging the 
European movement for closer eco- 
nomic relations. Regional pacts and 
tariff concessions to countries with close 
associations are leading to a new move- 
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ment between the East and Central 
European agrarian states and to wider 
zollvereins such as the proposed Austro- 
German customs union. There is grave 
danger that these closer unions will pro- 
voke even more bitter feelings against 
high transatlantic tariffs.” 


Sir Alan Anderson, director of the 
Bank of England: 

“Would it perhaps not be better to 
cancel international debts of political 
origin? Great Britain, as the largest 
war creditor, cancelled a great surplus 
of debts owing to her and the debtor 
nations would vote for an extension of 
this policy, but the creditor finds it 
hard to accept as impartial the advice 
of the debtor to forgive him what he 
owes. 

“To cancel these international debts 
would not of itself cure the world’s 
complaint, though the settlement of war 
debts seriously aggravates the world’s 
troubles in these hard times. Must we 


then lament our disease and despair? 


Must we continue the practices which 
limit sales? Must we play beggar-our- 
neighbor and crush-my-customer till we 
prove our folly by bringing interna- 
tional commerce to a stand-still, or if 
these policies disgust us will we not 
once again follow the star which has 
guided us in all our progress?” 


Andrew W. Mellon, Secretary of the 
Treasury: 


“What we must strive for is to im- 
prove the standard both here and in 
other countries as conditions warrant. 
In fact the ultimate solution of the 
world’s difficulties would seem to lie in 
the possibility of building up a higher 
standard, especially in the great and as 
yet undeveloped consumer areas, and in 
creating there and throughout the world 
a steadily increasing demand for the 
good and services which Europe and 
Aimerica are prepared to supply. 

“I have no means of knowing when 
or how we shall emerge from the valley 
in which we are now traveling. But I 
do know that, as in the past, the day 
will come when we shall find ourselves 
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on a more solid economic foundation 
and the onward march of progress will 
be resumed.” 


Alberto Pirelli, Italian industrialist: 

“I do not know what importance 
should be attached to the argument that 
interallied debts represent only a small 
percentage of the value of American 
production or of the trade balance, and 
that their effect on the American eco- 
nomic situation is therefore inconsider- 
able. However this may be, they un- 
doubtedly exercise a very notable in- 
fluence on the economic situation of 
Europe. 

“On this account, if on no other, the 
problem is one of concern to the United 
States, for if our studies have shown 
the importance of the European market 
to American economy, then the question 
if and when the whole matter should 
be considered either in the light of the 
revaluation of gold or of the present 
world crisis, or otherwise, is one of con- 
cern for the debtor and creditor alike. 
I would only add, not as a European 
but as a business man, it is certain that 
in Europe interallied debts have a de- 
pressing effect which goes far beyond 
the amounts involved, entailing eco- 
nomic as well as psychological reaction.” 


S. R. Bomanji, Indian mill owner: 

“If you touch silver, you affect 85 
per cent. of the 350,000,000 persons in 
India. Silver is the national savings of 
these peoples. When you lower its 
value you take away what they have 
earned. It is a fallacy to say that silver 
is only a luxury.” 
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Tsuyee Pei, president of the bank of 
China: 

Silver represents the wealth 
and savings of more than one-half of 
the world’s population. The 
lack of confidence in silver as a precious 
metal by the peoples of the world 
, has a great deal more to do 
with depression than many are. 
willing to recognize.” ; 


LAWYERS AND TRUST COM- 
PANIES IN WORKING 
AGREEMENT 


A WORKING agreement has been made con- 
cerning the drawing up of wills and the ad- 
ministration of estates between lawyers and 
trust companies of New York, to prevent 
friction in the future. The agreement was 
made between the Bar Association of the 
City of New York and the Corporate 
Fiduciaries Association, which includes prac’ 
tically all of the leading trust companies of 
New York City. 

The terms of the agreement are that if a 
corporate fiduciary is dealing with a will, or 
a personal trust agreement under which it 
is to be named as trustee, it will recommend 
that the personal counsel of the testator or 
settlor be consulted as to the appropriateness 
of the document, unless the client objects 
to calling in his own lawyer; and that the 
corporate fiduciary will, as a matter of gen’ 
eral practice, retain as counsel in the ad- 
ministration of trusts or estates the personal 
counsel of the client, unless the latter ob- 
jects to this. 

A committee of six, three members of each 
organization, is to be set up to consider 
complaints or any infractions of the rules 
set up by the agreement. 

The New York County Lawyers Asso- 
ciation has also subscribed to the principles 
of the agreement. 
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Shall Interest Rates on Bank Deposits Be Cut? 


HERE are several pressing ques- 
tions which are now focusing the 
attention of bankers. What to do 
about their bond accounts is one of 
them. How to measure their cost of 
operation and then to cut it is another. 
A third is—shall interest rates on time 
deposits be cut? The first two of these 
very largely concern bankers alone. 
The public at large is not immediately 
concerned with them. The last one, 
however, has very direct and significant 
application to the public, and bankers 
are particularly sensitive to public opin- 
ion at the present time. 

It would seem at first glance as 
though the attitude of the public would 
be single and united—that high interest 
rates be maintained and income from 
this source be kept up at a time when 
it is gradually falling in the case of 
most other sources. And yet even a 
most casual analysis shows that if the 
interest rates paid are so high as to 
force the bank into assets whose degree 
of liquidity is very low, and possibly 
into bankruptcy, the result is contrary 
to public welfare in general and to the 
security of the depositors in particular. 

Probably very few bankers, if they 
expressed their own feelings in the mat- 
ter frankly, would say that they were 
unqualifiedly for the maintenance of 
the present rates of interest on time de- 
posits. Certainly they have been told 
frequently enough by banking officials 
and officers of their banking associa- 
tions that the present practice is un’ 
sound, undesirable and is leading straight 
to serious trouble. Yet, only compara- 
tively lately do we see reports of cuts 


in the rate of interest on time deposits. 

The most casual analysis of the ex’ 
isting money rates shows clearly that 
the rates of interest received do not 
warrant the rates of interest paid. 
With call money at 1/2 per cent., time 
loans at 1 per cent., commercial paper 
at 2 per cent., United States Govern’ 
ment securities on a 0.94 per cent. to 
3.18 per cent. basis (rates on the day 
this article was written), it is clear that 
no money can be made from this source 
when paying 4 per cent. or even 3! 
per cent. on time deposits. With 
American Telephone and Telegraph Co. 
44's of 1939 at 128, Atchison, Topeka 
and Santa Fe R. R. 4's of 1990 at 101, 
New York Central R. R. Debentures 
of 1934 at 101%, Union Pacific R. R. 
4’s of 1947 at 102, Peoples Gas, Light 
and Coke Co. 5’s of 1947 at 110, De- 
troit Edison Co. 414y’s of 1961 at 105, 
it is clear that high grade bonds, both 
long and short-term, do not provide 
revenue at a rate which is sufficient to 
meet the interest payments on time de- 
posits at the rate previously indicated. 

Hence, if a bank is going to pay in- 
terest on deposits at 4 per cent., it 
finds itself almost inevitably placing its 
funds in local mortgages whose security 
leaves much to be desired (insurance 
companies have a fashion nowadays of 
snapping up almost all of the really 
high-grade mortgages and at rates which 
if. the mortgages were taken by the 
banks would not leave much margin), 
or in bonds whose credit position is not 
nearly as strong as is necessary for se- 
curities held by a bank in its invest- 
ment account. 
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RESULT OF THIS PROCESS 


The inevitable result of this process 
has been altogether too evident in re- 
cent months. Bank after bank has failed 
because of the disastrous decline in the 
value of its bond holdings or through 
the failure of mortgagors to live up to 
the terms of their contracts. The pub- 
lic at large does not know and bankers 
themselves can only guess at the num- 
ber of other banks which have been 
saved from default only by the most 
strenuous efforts on the part of the 
officers, directors and bank examiners 
and at the cost of heavy cash additions 
to capital raised by directors and large 
shareholders. No one knows either how 
many mergers during recent months 
have been consummated under pressure 
to save certain institutions. The toll, 
however, has been heavy and it is by 
no means certain that it has yet been 
fully paid. 

Obviously it would be unfair to at- 
tribute all of these troubles to the high 
rate of interest paid on time deposits. 


In part, the failures have been caused 
by economic changes beyond the power 
of bankers to control or even in some 
cases beyond their capacity to foresee. 
In many other cases, mismanagement 


has played an important part. Of 
course, it might be said from some 
points of view that the continued pay- 
ment of high interest rates on time 
deposits is a form of poor bank man- 
agement. 

As a matter of fact, a great deal 
might be said very appropriately from 
this standpoint. And yet, a statement 
of this kind would not state the full 
truth of the matter. A banker may be 
a very skilful and capable manager and 
understand fully the perils existing in 
the situation and still not feel able to 
do what he would like to do and cut 
the rate of interest on his time de- 
posits. Competition is a very important 
factor in banking as it is in other forms 
of business, and never more so than 
today. Many bankers feel that they 
must keep up the total of their deposits. 
In some cases this is a matter of pride 


and, in other cases, a matter more or 
less of necessity, for if they allowed 
deposits to be withdrawn, it might so 
reduce their primary reserve and other 
liquid assets as to leave them in a 
dangerously frozen position. In this 
connection it is curious and interesting 
to note that banking is about the only 
kind of business which prides itself on 
an increase in its liabilities, and de- 
posits are certainly an item on the 
right-hand side of: the balance sheet. 


COMPETITION 


Competition, therefore, the fear on 
the part of a banker that if he cuts his 
rate of interest on time deposits he will 
lose those deposits to some competitor, 
is an important consideration. It might 
be observed that the loss of a liability, 
especially the loss of a liability which 
is not “passive” in its nature but is con- 
stantly creating losses, might be looked 
upon as more or less of a blessing. This 
is a thought which might receive some 
serious meditation on the part of many 
bankers, for apparently some of them, 
at least, have not thought about it very 
definitely. 

Many attempts have been made to 
secure united action on the part of 
clearing-house or county bankers’ asso- 
ciations and, in an increasingly large 
number of cases, this effort has been 
successful. Every thoughful person will 
say—"“more power to them.” Unfor- 
tunately, however, county associations 
have all too frequently been unsuccess- 
ful in their efforts. Too often some 
one bank has held out against it, or the 
bank or banks in some town near the 
edge of the county, fearing the com- 
petition nearby in the next county, have 
refused to sanction the action and so the 
whole matter has been allowed to drop. 

Under these circumstances a bank 
must act alone in the matter or not act 
at all. It is a difficult decision to make 
and most banks -have feared to take the 
step by themselves. Perhaps a_ brief 
episode from the experience of the 
writer may be of interest and encourage- 
ment to them. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 


Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Company 
Incorporated 
Boston 


Harris, Forbes & Co., Ltd. 


London 


Harris, Forbes & Company 
Limited 
Montreal 


Harris, Forbes & Cie 
Paris 


——_ 


Bond Department 
Harris Trust and Savings Bank 
Chicago 


Some little time ago I happened to 
be motoring from Minneapolis to Chi- 
cago. My friend and I reached a little 
town in Minnesota about noon of the 
first day out and stopped there for 
lunch and gasoline. There was nothing 
very remarkable about this town to dis- 
tinguish it from many other middle- 
western communities of about the same 
size. It was quite by accident that I 
happened to remark as we drove slowly 
down the main street looking for the 
best restaurant that there were two 
banks on one side of the street about 
a block apart and one on the opposite 
side of the street approximately half- 
way between them. Obviously there 
was nothing very noteworthy about this 
fact. The remarkable circumstance was 
this. On the windows of the two banks 
on the same side of the street appeared 
the words “4 Per Cent. Paid on Sav- 
ings Deposits” while in the window of 
the bank on the other side of the street 
were the words “3 Per Cent. Paid on 
Savings Deposits.” 

This situation was a little too much 
for my curiosity and so after lunch I 


strolled into the “3 Per Cent.” bank and 
was fortunate enough to find the presi- 
dent at his desk. “Well,” said I after 
the necessary self-introduction, “I can- 
not help wondering how it is that you 
are paying only 3 per cent. on savings 
deposits while your competitors are pay- 
ing 4 per cent. Have you been able to 
hold any of your savings deposits?” 

“Yes,” said the president, “I will tell 
you about our experience. We have 
always been a rather conservative bank 
and it has been our policy for years to 
make safety our first consideration. A 
while back we paid 4 per cent. on sav- 
ings deposits, but as the rate of interest 
earned declined our directors began to 
feel that we should cut our rate on time 
deposits. We tried to persuade the 
other banks to join us in this but they 
always refused. For a long time we 
held off from taking this step alone, but 
finally. our directors decided to do it, 
even if we did lose a lot of deposits. 
They said that they would rather sleep 
well at night than have the deposits. 
So finally we took that step and cut 
our rate to 3 per cent. 
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“Just what you might expect hap- 


pened. Quite a substantial amount of 
savings deposits was withdrawn. And 
then a curious turn took place and 
deposits began coming back in. Within 
three months we had more savings de- 
posits than ever before. I wondered 
about this a good deal,” said the presi- 
dent, “and began to inquire why these 
deposits were being made. Some of 
them were old accounts which had been 
withdrawn because the depositors were 
a bit piqued over the reduction in the 
rate of interest. Many of them repre- 
sented new money, however, and I 
tried to find out in these cases why 
these new accounts were opened. The 
underlying reason, so far as I could 
ascertain it, was that the step which we 
had taken led a good many conservative 
people who had, literally, been keeping 
their money in a sock in many cases to 
the conclusion that we were a conserva- 
tive institution and hence that their 
money would be safe with us. The 
talk about bank failures, runs on banks, 
etc., seems to have scared more people 
in this region than was commonly sup- 
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Philadelphia 


Los Angeles 


posed, and they were the ones who 
came to us. The results as far as we 
are concerned have, therefore, been 
most satisfactory. We are making a 
little more money, we have our funds 
invested in ways which seem to us to be 
thoroughly sound, we sleep comfortably 
nights and we do not worry about a 
visit from the bank examiners.” 

The writer has no way of knowing 
how many times this incident has been 
repeated in its essential details. Per- 
haps more frequently than is suspected. 
Certainly, however, not nearly as many 
times as it should have been. Not in- 
frequently courageous action in the face 
of what appears to be certain loss 
brings its own reward in the form of 
actual profit. 


LOW MONEY RATES TO COME 


An analysis of the existing situation 
and of probable immediate develop- 
ments indicate a period of low money 
rates for some time to come. If that 
period proves to be shorter than now 
seems likely, an objective view of the 
situation shows rather clearly that it is 
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wisdom for the banker to reduce the 
interest rate paid on time deposits until 
such a time as the rates of interest re- 
ceived justify a higher level. Concerted 
action by the bankers of any given 
region is highly desirable, if it can be 
obtained, but failure to accomplish this 
does not prevent the courageous banker 
whose bank is in a strong position from 
taking the step alone. The banker who 
is paying high interest rates and holds 
largely securities whose credit position 


leaves something to be desired is cer- 
tainly in a difficult position. If he cuts 
his interest rates and loses deposits he 
may precipitate the closing of his bank; 
if he continues to pay existing rates, in 
many cases he will starve his bank to 
death by gradual yet cumulative losses. 
The present situation is a forceful com- 
mentary on the necessity of capable 
bank management and on the sagacious 
control of the application of the funds 
which a bank has in its possession. 
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Traylor Talk Provokes Controversy 


Head of the First National of Chicago Attracts Nation-Wide 
Attention in His Speech Before the International 
Chamber of Commerce 


and financial leadership for its part 

in the present depression, Melvin 
A. Traylor, president of the First Na- 
tional Bank of Chicago, in an address 
before the International Chamber of 
Commerce last month advocated radical 
changes in stock exchange procedure 
which aroused a storm of comment. 

Mr. Traylor advocated (1) abolish- 
ment of the so-called “daily settlement” 
with its consequent “daily call money 
rate” because he believes “it exerts a 
more dangerous influence than any 
other one thing in American financial 
life’; (2) complete abolishment of so- 
called floor trading, which, he is in- 
formed, “has about it most of the char- 
acteristics of plain crap shooting and 
few, if any, more redeeming features 
than that delightful Ethiopian pastime”; 
and (3) the adoption by all. exchanges 
of rules which would prohibit their 
members from accepting trades on any 
other basis than for cash if the amount 
involved is less than $10,000, and he 
“should personally prefer to see the 
amount raised to $50,000.” 

The suggested reforms received scant 
approval in Wall Street. 

The last one, the suggestion thatthe 
small trader seek his credit accommoda- 
tion elsewhere than ina broker’s office, 
was interpreted to mean that small 
marginal: traders should carry their. ac- 


GS 225 ss out sharply at business 


counts with their banks, and this idea- 


was not relished by the majority of 
bankers, although that suggestion met 
with better.support than either of the 
other two. 

The proposal to abolish floor trading 
on the stock exchanges met with almost 
universal disapproval from bankers. The 
function of the floor trader, it was 
pointed out, is to provide a ready. and 


elastic market for securities. It is not 
always possible, it was said, to find an 
immediate and genuine buyer for a con- 
siderable amount of stock when a bona 
fide holder wants to sell, but the activ- 
ity of the floor trader makes it possible 
for the market to absorb such offerings 
and pass them out again when a buyer 
appears. 

The question of term, rather than 
daily settlements, which was advocated 
by Mr. Traylor, has been discussed by 
bankers for several years. The majority 
of them have expressed themselves as 
opposed to the institution of term set- 
tlement. Among the objections brought 
up was that the volume of transactions 
was so great that the burden of settling 
two weeks’ transactions on one day 
would be insuperable. Another objec- 
tion was that the abolition of daily 
settlements would mean abolition of the 
call money market, depriving banks of 
an outlet for their short-term funds 
which has been regarded as an impor- 
tant means of maintaining secondary 
reserves in a highly liquid form. 

The New York Herald Tribune, in 
an editorial, disagreed violently with 
Mr. Traylor’s views. “Our feeling con- 
cerning the three specific suggestions 
that Mr. Traylor makes for improving 
the market machinery,” it said, “is that 
they are scarcely worthy of a man of 
his background and. experience in prac- 
tical finance.” 

Concerning his statement that busi- 
ness and financial leadership—or lack 
of it—was a cause for the present eco- 
nomic crisis, the editorial said: 

“While we feel, with Walter S. Gif- 
ford, that ‘this is a democracy of blame, 
as well as a democracy of opportunity,’ 
we believe that Mr. Traylor is on 
firmer ground when he lays part of the 
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responsibility for the current depression 
on lack of enlightened leadership. Not 
the least regrettable of the incidents of 
1929 was the effort of a former head 
of the Stock Exchange, for example, to 
explain away the very real threat con- 
tained in the ‘bootleg’ loans that were 
flooding the market at that time, on the 
specious ground that these loans were 
not ‘credit, but ‘capital... Many men 
of equally high rank in the fields of in- 
dustry, political economy and banking, 
permitted themselves to be similarly mis- 
led by the seemingly endless vista of 
business prosperity that then loomed 
ahead. A fairly typical example of 
this sort of thing appeared, for instance, 
in the New York newspapers of Oc- 
tober 10, 1927, under such varying 
captions as ‘Says Panic Times Will 
Never Return,’ and ‘A. B. A. Presi- 
dent Sees Cycle as Thing of Past.° 

“In this article the then president of 
the American Bankers Association ex- 
pressed the opinion that ‘we need not 
fear a recurrence of conditions that will 


plunge the nation into the depths of 
the more violent financial panics such 


as have occurred in times past.’ Doubt- 
less the writer of this article thoroughly 
believed what he said; but in the light 
of what we now know, such a pro- 
nouncement, coming from such an au- 
thority, can scarcely be regarded as less 
unfortunate than the defense of “boot- 
leg’ loans referred to above. The head 
of the American Bankers Association 
at that time was Melvin A. Traylor, 
president of the First National Bank of 
Chicago.” 

Mr. Traylor responded to this criticism 
by stating that only half of his state- 
ment was quoted. “What I did say,” 
he said, “was that, if business and 
banking leadership were able to control 
them wisely, the world would see fewer 
hard times and less depression than ever 
before. But I said further that if these 
forces were not wisely handled, we 
would be faced with greater business 
troubles and disaster than ever.” 

The New York World Telegram, on 
the other hand, praised Mr. Traylor’s 
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stand in an editorial entitled, 
Honest Man,” as follows: 

“Rarely have we read an address so 
surprising in its frankness as that of 
Melvin A. Traylor, Chicago banker, 
before the International Chamber of 
Commerce convention. No communist 
could bring a worse indictment against 
the financial and political leaders of the 
country. 

“Mr. Traylor charged that in 1927 
the responsible bankers and Government 
officials knew that the speculation orgy, 
unless checked, would lead to the crash 
of 1929 and yet remained silent: 

“ “Few warnings were issued and few 
attempts were made to attract public 
attention to the danger that threatened. 

“We have not failed because of ig- 
norance of economic theories, but be- 
cause of our utter disregard and defiance 
of all economic laws. 

‘Ambition, stupidity and greed have 
dictated policies and trouble has been 
the result.” 

“No truer word has been spoken of 
the cause of this depression. 

“Those bankers and business leaders 
and Washington officials who saw the 
danger signal ahead and ran the coun- 
try full speed ahead to the wreck of 
1929-1930 have a lot to answer for. 

“To Melvin A. Traylor, for the hon- 
esty and courage of this confession 
which implicates so many of us, the 
country is greatly indebted.” 

In his criticism of business, financial 
and Government leadership, Mr. Tray- 
lor said, in part: 


i 


“If it is the responsibility of busi- 
ness and political leadership to promote 
the economic and social welfare of the 
community, it may be worth while to 
take stock of our conduct and see how 
we have measured up to our duty in 
recent years. Why should there be in 
this land of plenty, with unlimited 
facilities for production, abundant har- 
vests, and a surfeit of credit, millions 
of hungry and unemployed? It is not 
the fault of those who would work, but 
can find no work to do. They have 
little or no choice in shaping their 





“IN TIMES 
OF PBAGB”... 


These are dull days with respect to the 
routine of everyday banking transactions 
arising from deposit-and-check opera- 
tions. Relieved from the pressure of 
emergency, there can be no better time 
than the present to review and revise 


your collection arrangements. 


An account with this .bank assures you 
of the best that can be secured by way 
of service and efficient attention to your 
needs. Our continuously operating tran- 


sit and collection departments and direct 


Si 
b 
c 
S 
f 
Ss 
€ 
€ 
s 
4 


connections with all sections of the coun- 


try result in maximum interest-bearing 


balances within the shortest time. 
ie 
THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 





THE BANKERS MAGAZINE 


course, and while it is true that society 
owes no one a living, society does owe 
everyone an opportunity to earn a 
living. In that obligation we have 
failed, and until we know wherein we 
have failed and why, we will not have 
done our duty nor will we have found 
that stability which is the universal de- 
sire of mankind today.” 

Asking the question, “Why have we 
failed?” Mr. Traylor said he does not 
know but thinks he “can point to cer- 
tain conduct on the part of leadership 
in industry, finance, agriculture, and 
government, which may have been re- 
sponsible in some degree for the in- 
excusable tragedy of the hour. 

“It has long been fashionable,” he 
said, “to criticize the individual who 
buys beyond his income, thereby be- 
coming a victim of debt with its sub- 
sequent embarrassment and, all too 
frequently, bankruptcy or worse. What 
shall we say, however, of business lead- 
ership which expands its plant and 
equipment without considering the 
source of its temporary market, and 
increases its forces to an extent which 
intelligent understanding should indicate 
would leave it seriously involved with 
thousands of employes out of work 
when such demand had passed. Cer- 
tainly, we cannot blame the individual 
and excuse the management! 

“Unfortunately,” said Mr. 


Traylor, 
“business has had the co-operation of 
finance and government. 

“What, in fact,” he asked, “did the 
leaders of finance do to encourage the 
expansion which has taken place in the 


last decade? What, if anything, did 
they do to prevent such expansion 
with the consequences which they cer- 
tainly did know or should have known 
would follow? I believe their record in 
that connection is not an enviable one. 
As early as 1927, it was clearly obvious 
tc anyone having experience with the 
granting of credit that if the situation 
was allowed to continue, and if ex- 
pansion and speculation were carried on 
unchecked, there could be but one end 
—disaster. Yet the record of American 
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financial leadership and of responsible 
Government officials was regrettably 
one of too much silence. Few warnings 
were issued, and few attempts were 
made to attract public attention to the 
danger that threatened. Credit for the 
expansion of productive facilities to 
meet temporary demands was granted 
to business without adequate consid- 
eration of the consequences. Credit 
without stint was furnished to con- 
sumers to buy consumable goods, 
thereby further increasing false pur- 
chasing power and multiplying debt. 
No one called a halt. 

“Every kind and character of com- 
bination and consolidation were made, 
regardless of their economic advisability 
or the possibility of economies in man- 
agement or increased profits therefrom. 
Little or no consideration was given to 
the nature of the business involved; in 
one instance, for example, soaps and 
candies were united. Such combina- 
tions and mergers were promoted and 
securities were sold on the theory that 
temporary earnings derived from a false 
demand would not only continue, but 
would forever increase. Furthermore, 
these securities were not sold to those 
in a position to buy, or who could buy 
for investment purposes, but rather to 
those less able to buy—to men and 
women fascinated by high-powered 
salesmanship and an inborn desire to 
gamble for big profits. Was such finan- 
cial leadership calculated to inspire con- 
fidence or make for an economic stabil- 
ity which insures social welfare? I am 
afraid not. But financial leadership did 
not stop there. It actively promoted 
the purchase of equity stocks and split 
its own unit of stock par ih order, as 
it said, to bring its market values within 
the reach of the small investor. May I 
add, parenthetically, that such action 
would have been unnecessary for their 
purpose had they waited only a few 
months. Financial leaders organized 
and promoted so-called investment trusts 
to give the small investor a chance to 
profit from wise financial leadership, 
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made foreign loans of speculative value, 
and altogether followed the procession 
obviously intent upon getting theirs 
while the getting was good. 

“Are we to have a repetition of this 
kind of financial leadership? If it be 
true—as I believe it is—that credit is 
the life-blood of the nation, and that 
there can be no economic stability or 
social progress without a sound financial 
structure; and if it be true—as I also 
believe—that no financial system is 
sounder or more useful than its man- 
agement, then financial leadership in 


Savings Bank 


WIDER choice of investments legal 
Ae: savings banks was urged by 
the sub-committee on investments 
of the National Association of Mutual 
Savings Banks at the annual conference 
of the organization, which was _ held 
last month in Washington, D. C. The 
committee declared that a savings bank 
is an investment trust and as such 
the discrimination against the purchase 
of stocks by the savings bank is not 
logical. It also stated that “if savings 
banks were permitted to invest in stocks 
as well as bonds they might play a con- 
siderable part in stabilizing the eco- 
nomic process.” 

In favoring common stocks as in- 
vestments for savings banks, the com- 
mittee’s report stated: “The mutual 
savings banks of the country, if they 
possessed this right, and if they could 
be brought together for the purpose of 
acting in a concerted fashion, might 
buy stocks and sell bonds in times like 
the present, and conversely might sell 
stocks and° buy bonds in times when 
stocks are over-valued, as was the case 
in 1928 and 1929. A similar regula- 
tive and stabilizing function is that ex- 
ercised by the Federal Reserve banks in 
stabilizing the price of money through 
the purchase of bills and bonds. 

“We fail to see,” it declared, 


“any 
reason why industrial bonds are not 
well worthy of consideration for in- 
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this country must take stock of itself, 
turn over a new leaf, and chart a new 
course of conduct for its future guid- 
ance. If it be objected that not all 
financial leaders are guilty of such mis- 
conduct—and certainly there are some 
who are not—the indictment, neverthe- 
less, stands. As far as the record dis- 
closes, not one had the courage to fight 
in the open against the tendencies he 
knew were wrong and to demand a 
right-about-face. Knowledge is one 
thing, but courage of leadership is 
another.” 


Investments 


clusion in savings bank lists. It is, of 
course, recognized that some method of 
exact definition, from an accounting 
standpoint, would be desirable as a 
prerequisite to the legalization of in- 
dustrial bonds.” 

Recommendations in regard to rail- 
road bonds were similar to the laws at 
present in force in New York State. 
It was held by the committee that the 
principles to determine the desirability 
of a railroad bond as a savings bank 
investment are to be found in the se- 
curity behind the bond and the earn- 
ings of the company in relation to fixed 
charges. Railroad securities purchased 
by a savings bank, it declared, should 
be “a first lien on an integral piece of 
railroad property, capable by itself of 
supporting the bonds for which it has 
been hypothecated.” 

As regards public utility issues the 
committee reported that “public utility 
bonds have only recently been recog’ 
nized as desirable savings. bank invest- 
ments. We believe them to be fully 
entitled to such a status. Generally 
speaking, if they are a first lien on an 
integral piece of property which has 
demonstrated its ability to earn fixed 
charges on the issue for a period of 
years, public utility bonds are certainly 
entitled to as good a rating as railroad 


bonds.” 
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By M. E. RoBERTSON 
Assistant Vice-President and Credit Manager National Shawmut Bank of Boston. 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINeE, 71-73 Murray Street, New York. 


8 pep sggeom What is your opinion 
of the proper length of time for 
a country bank to grant unsecured 
loans? Do you favor making unsecured 
loans in the case of a country bank 
for a period of six months? 


J. E.C. 
ANSWER: Of course, many loans 


made by a country bank run more or 
less steadily and it is only at the 
maturity of the note that you ordinarily 
have an opportunity to obtain a reduc- 
tion. It is also possible that it is only 
at maturity of a note that you have an 
opportunity to discuss with a borrower 
his affairs. It is the writer’s opinion 
that it is desirable to make notes for 
three months to as great an extent as 
possible. This only requires that the 
borrower call at the bank regarding the 
note four times a year, and it seems to 
the writer as though ordinarily you 
would be entitled to discuss his affairs 
that often if you are loaning him 
money. Shorter maturities of this kind 
give an opportunity for more systematic 
liquidation and, of course, keeping 
ninety-day paper in your bank increases 
the amount of paper which you have 
that is eligible for rediscount at the 
Federal Reserve Bank. Therefore,. in 
asking for three months’ notes you can 
easily do so on the basis that you de- 
sire to keep your paper liquid and 
within the rediscount period. 


QUESTION: Is the ratio of mer- 
chandise to receivables used to any 
great extent, and do you feel that this 
ratio is of any particular value or sig- 
nificance? I have never been particu- 


larly attracted to the. use of this ratio. 
LAS 


ANSWER: As the writer under- 
stands this ratio, its purpose is to re- 
flect the degree to which merchandise 
enters into current ratio or the impor- 
tance of merchandise in the current 
position. You appreciate that ordinarily 
and under the same conditions receiv- 
ables are generally regarded as a better 
current asset than merchandise. In 
the case of two companies in the same 
line of business each having $500,000 
in current assets and $250,000 .in cur- 
rent liabilities, one company has $200,- 
000 receivables and $200,000 merchan- 
dise and the other company has 
$100,000 receivables and $300,000 mer- 
chandise, both having $100,000 cash. 
The statement with $300,000 merchan- 
dise is not as attractive as the one with 
$200,000 merchandise, and the mer- 
chandise to receivables ratio would re- 
flect this difference. It has always 
been my preference not to use this 
ratio, but to take the total of cash and 
receivables and compare that to current 
debt. This relationship seems more 
interesting, more direct and indicates 
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very well the extent to which mer- 
chandise influences the current position. 
Ordinarily, for many lines of business, 
the better the current indebtedness is 
covered by cash and receivables, the 
stronger the showing, because mer- 
chandise has to be called upon to a 
lesser degree to cover current debt. This 
last remark is very general, of course, 
and is made considering all factors 
equal. 


QUESTION: I am connected with 
a small bank and we have the accounts 
of several small, local corporations 
which borrow from us _ occasionally. 
Stock of these corporations is closely 
held and, while they make fairly good 
statements, some of our directors feel 
their notes should be indorsed by the 
principals. I would appreciate your 
comments and views on this practice. 


D. J. S. 


ANSWER: It is the writer’s opinion 
in the case of closely-owned corpora- 
tions that principals should indorse 


regardless of the statement showing. 
The whole control of a corporation 
rests in their hands, dividends paid go 
largely to them, loans can easily be 
made to them and there are a number 
of other reasons why the notes of small, 
closely-owned corporations should carry 
the indorsement of the individuals hav- 
ing control. In the case of larger cor- 
porations having a diversified owner- 
ship, diversified board of directors, etc., 
there is less chance of improper loans 
being made and unjustified dividends 
being paid than in the case of where 
one or two men have the entire super’ 
vision and direction. 


QUESTION: A company engaged 
in the publishing business makes a 
statement which shows on the liability 


side an item of “Reserve Against Sub- 
scriptions.” How should this item be 
treated? Should it be considered as a 
quick liability or not? 7 ©. A; 


ANSWER: The item arises in the 
following manner: When the publish- 
ing company accepts the subscription 
for the magazine, say a monthly selling 
at $6 per annum, it puts $6 into its 
current assets, either cash or accounts 
receivable. It must deliver over a 
period of twelve months that particular 
magazine and, therefore, the $6 is not 
actually earned until twelve copies have 
been mailed. At the end of six months 
one half of the $6 is earned, or $3, and 
theoretically at that time ‘Reserve 
Against Subscriptions” should still be 
carried at $3. The procedure is no 
different than unearned discount in the 
case of a bank. When a note is dis- 
counted the full discount is received, 
but each day until the maturity of the 
note that part earned for that taken is 
taken over into earnings, the balance 
being deferred. In actuality it would 
seem that inasmuch as the cash re- 
ceived for a subscription had gone into 
current assets, that the unearned por- 
tion of that cash constituted a current 
liability. It must be remembered, how- 
ever, in analyzing the statement of a 
publishing house that ordinarily a re- 
view of its assets indicates assets essen- 
tially of value only to a going concern 
and assets of a character which would 
in all probability bring little in the 
event of trouble. For this reason as 
great a dependence cannot be placed 
on asset value as in many lines of busi- 
ness and considerable thought must be 
given to prominence and stability of 
publications, age of publications, trend 
of circulation and earning power over 
a period. 
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SURVIVOR ENTITLED TO JOINT 
DEPOSITS 


Holyoke National Bank v. Bailey, 
Supreme Judicial Court of Massa- 
chusetts, 174 N. E. Rep. 230 


SAVINGS account in the joint 
Az of a husband and wife be- 
longs to the wife upon the death 
of her husband. Neither the form of 
the deposit, failure to assign a deposit 
slip, nor the fact that the husband re- 
tained possession of the pass book is 
conclusive in determining the question. 
If the intent to create joint ownership 
appears, the survivor is entitled to the 
fund. 
It was further held in this case that 
a statement in the husband’s will to the 
effect that the joint account was his 
own property could not affect the con- 
tractual relation between the bank, the 
husband and wife, creating the deposit. 


Petition for instructions by the Hol- 
yoke National Bank and others, execu- 
tors, in which Catharine F. Bailey the 
administratrix of the estate of Mary J. 
Cleary, deceased, was substituted as de- 
fendant. From a decree for the admin- 
istratrix of Mary J. Cleary, Irene Cleary 
Stone and others appeal. Affirmed. 


OPINION OF THE COURT 


CROSBY, J.—This is a petition for 
instructions brought by the executors of 
the will of Michael Cleary to determine 
the ownership of certain deposits in five 
savings banks. The claimants are the 
decedent’s wife, Mary J. Cleary, and 
his next of kin. Since the filing of this 
petition Mary J. Cleary, who was also 
a co-executor under the will, has died, 
and the administratrix of her estate has 
been substituted as a defendant. 


The case is before us on an agreed 
statement of facts in which it appears 
that the deposit in the Springfield Five 
Cents Savings Bank was in the names 
of “Mary J. and Michael Cleary,” the 
deposit in the Springfield Institution for 
Savings was in the names of “Michael 
and Mary Cleary,” and the deposit in 
the Mechanics’ Savings Bank was in the 
names of “Michael Cleary and Mary J. 
Cleary.” In each case the deposit was 
payable to either husband or wife, and 
at the time it was made a deposit card 
signed by both. Mary J. Cleary knew 
of the deposit and the form and manner 
in which it was made, and all deposits 
and withdrawals, with the exception of 
the final withdrawal closing the account, 
were by Michael Cleary. 

The initial deposit in the Holyoke 
Savings Bank was entered on the pass 
book as follows: “Mary J. Cleary. Pay 
to Michael Cleary also.” This deposit 
was made by Mrs. Cleary out of the 
proceeds derived from the sale of certain 
real estate which stood in her name. A 
deposit card was signed by both parties 
at the time of the deposit. 

The initial deposit in the People’s Sav- 
ings Bank was made by Mary J. Cleary 
in 1903 and stood on the books of 
the bank and upon the pass book in 
her name alone until July 31, 1913. On 
that date she gave a written order to 
the bank to “Pay to Michael Cleary 
also,” and thereafter the account was 
carried on the books of the bank, and 
on the pass book, as “Subject to with- 
drawal in whole or in part by either or 
the survivor of either.” All subsequent 
additions and withdrawals, with the ex- 
ception’ of the final withdrawal closing 
the account, were made by Michael, who 
had possession of the pass book after 
the deposit was made payable to him. 
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The five pass books were found in 
Michael Cleary’s safe deposit box after 
his death. With the exception of the 
book of the People’s Savings Bank, the 
facts with reference to which have been 
already stated, the books were at all 
times in his possession and control, and 
he alone had access to the safe deposit 
box. It is agreed that Mary J. Cleary 
is the person whose name appears with 
that of Michael. 

Michael Cleary’s will is dated October 
31, 1927. In the tenth clause, which 
contains provisions in favor of his wife, 
appears the following: “Any savings 
bank books that may be in my name 
and in my wife’s name as joint accounts 
are my own property and have not been 
given to my wife by me.” At the hear- 
ing in the probate court no evidence of 
a material nature to supplement the 
agreed statement of facts was offered 
except on the question whether Mrs. 
Cleary waived whatever rights she had 
to the deposits by permitting the bank 
books to be inventoried as assets of her 


husband’s estate and by acquiescing in 
the use of a part of the funds for pay- 


ment of debts due from the estate. The 
judge of probate found that “she neither 
understood her rights nor possible duties 
in this connection and that her conduct 
was not such as to estop her from mak- 
ing a later claim.” He further found 
that upon the death of Michael Cleary 
the deposits in each of the banks be- 
longed to Mary Cleary by virtue of a 
completed contract between the depositor 
and the bank assented to in each instance 
by her, and that by the terms of the 
contract the balances belonged to her as 
the survivor. The case is here on appeal 
from a decree in favor of the administra- 
trix of the estate of Mary J. Cleary. 
The mere form in which a deposit is 
made or the failure of a claimant to sign 
a deposit slip is not conclusive upon the 
question of title to the fund. Eastman 
v. Woronoco Savings Bank, 136 Mass. 
208; Booth v. Bristol County Savings 
Bank, 162 Mass. 455, 457, 38 N. E. 
1120; Scrivens v. North Easton Savings 
Rank, 166 Mass. 255, 259, 44 N. E. 251; 
McKenna v. McKenna, 260 Mass. 481, 
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484, 157 N. E. 517; Kenfield v. Shel- 
burne Falls Savings Bank, 267 Mass.—, 
174 N. E. 229. 

The fact that the husband retained 
possession of the deposit books and kept 
them in his safe deposit box is not de- 
cisive, but is a circumstance to be con- 
sidered in determining whether there 
was a complete contract in joint owner- 
ship and was so intended. Attorney 
General v. Clark, 222 Mass. 291, 110 
N. E. 299, L. R. A. 1916C, 679, Ann. 
Cas. 1917B, 119; Battles v. Millbury 
Savings Bank, 250 Mass. 180, 145 N. E. 
55, and cases cited. 

The present case is to be decided upon 
the agreed facts and the reasonable in- 
ferences to be drawn therefrom. The 
original deposits made by the husband 
were all made in the names of both 
parties and each was payable to either 
or the survivor. The original deposit 
in the Holyoke Savings Bank by Mrs. 
Cleary was payable either to herself or 
to her husband; and the one in the 
People’s Savings Bank was later made 
payable to him. The form and manner 
in which all the deposits were made 
show that both parties intended to create 
a joint title and ownership in them. 
After the deposits had been made the 
parties became joint owners, and upon 
the death of the husband, the wife, as 
survivor, by virtue of the terms of the 
deposits, became as matter of law vested 
with title to each of them. The circum- 
stance that the husband took possession 
of the books and kept them during his 
lifetime and did not expressly. state that 
he intended his wife to have title after 
his death is of no consequence. It could 
reasonably be inferred from the agreed 
facts that such was his intention. She 
knew when the deposits were made that 
they were made in their joint names, and 
both signed deposit slips to that effect. 
It is plain that there was a completed 
contract between the banks and Michael 
Cleary by which, upon the death, of the 
husband, she became as survivor the 
owner of the deposits. The case cannot 
be distinguished in principle from Chip- 
pendale v. North Adams Savings Bank, 
222 Mass. 499, 111 N. E. 371; Perry v. 
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Leveroni, 252 Mass. 390, 147 N. E. 826; 
Brodrick v. O'Connor (Mass.) 171 N. 
E. 479, and cases cited. 

The accounts in the Holyoke Savings 
Bank and the People’s Savings Bank 
were opened by Mary J. Cleary and 
have ever since stood in her name. 
Whatever she transferred to her husband 
was only a joint interest. She never 
divested herself of the right to withdraw 
these deposits or of the right of survivor- 
ship. She has, so far as the agreed facts 
show, always claimed them, and at the 
time the inventory was being made of 
her husband’s estate she then supposed 
that all the books were hers. Whatever 
was deposited by her husband in these 
accounts was thereafter held by both as 
joint owners and was subject to the 
rights of the survivor; and was subject 
to the same contract as the deposits made 
by her husband in the three other banks. 
Perry v. Leveroni, supra. See Mc- 
Cluskey v. Provident Institution for Sav- 
ings, 103 Mass. 300. 

The statement in the will of Michael 
Cleary above referred to on this record 
is the only statement he ever made re- 


OVER $80,000,000 


specting these five deposits, and it did 
not appear until after his death. The 
will was executed after all the deposits 
had been made and there is nothing to 
show that such an intention was ever 
expressed by him in his lifetime, other- 
wise than to place it in his will. It was 
never communicated by him to his wife 
during his lifetime and cannot affect the 
contracts which had been made between 
the banks and his wife and himself. Up 
to the time of his death the deposits be- 
longed to them jointly and the banks and 
Mrs. Cleary were justified in assuming 
that if she survived him she would be 
entitled to all that remained of the five 
deposits. It is a reasonable inference 
that both parties acted upon the belief 
and understanding for many years be- 
fore the will was executed that whatever 
remained in the deposits at the death of 
either party would belong to the sur- 
vivor. The transactions were not gifts 
or loans, but were valid contracts. This 
plainly appears from the undisputed 
facts agreed upon, apart from any oral 
testimony. In these circumstances the 
contracts could not be reached or modi- 
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fied by the mere declaration of one of 
the parties, by will or otherwise, without 
the mutual assent of the other parties 
in interest. There was no such assent 
either by the banks or by Mrs. Cleary. 
It does not appear that Michael Cleary 
entered into the contracts under any 
mistake of law, and his heirs or devisees 
cannot now repudiate the contracts, 
which he freely and understandingly 
entered into, and thereby deprive the 
legal representative of his wife of rights 
thereunder. Alden v. Thurber, 149 
Mass. 271, 21 N. E. 312; Dean v. Wash- 
burn & Moen Manuf. Co., 177 Mass. 

37, 58 N. E. 162; Earnshaw v. Whitte- 
more, 194 Mass. 187, 191, 80 N. E. 520; 
Hanson & Parker, Ltd., v. Wittenberg, 
205 Mass. 319, 326, 91 N. E. 383; 
Reggio v. Warrgn, 207 Mass. 525, 93 
N. E. 805, 32 L. R. A. (N.S.) 340, 20 
Ann. Cas. 1244. 

It follows that the statement in the 
will cannot affect the rights of the parties 
in these proceedings. The question 
whether Mary J. Cleary waived her 


rights to the deposits by consenting that 

they might be inventoried as belonging 

to her husband's estate or by permitting 

withdrawals of some of the deposits for 

the payment of debts of the estate has 

not been argued and is treated as waived. 
Decree affirmed. 


BANK LIABLE FOR CIGAR STORE 
RENT 


Illinois Building Co. v. Guardian Trust 
Co., Supreme Court of Colorado, 295 
Pac. Rep. 1105 


Where a bank loans money to a 
retail cigar dealer on the security of a 
chattel mortgage on the dealer’s fixtures, 
and subsequently, to protect its loan, 
takes an assignment of the dealer's lease, 
the bank will be liable for the rent. It 
cannot plead, in such circumstances, 
that engaging in a commercial enterprise 
is beyond its corporate powers. 

The rule is that, while a bank gen- 
erally may not engage in commercial 
enterprises, it may do so where neces- 
sary to protect its loans. 
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Action by the Illinois Building Com- 
pany against the Guardian Trust Com- 
pany. Judgment for defendant, and 
plaintiff brings error. 

Reversed and remanded, with direc- 
tions, 


OPINION OF THE COURT 


MOORE, J.—Plaintiff sued defen- 
dant to recover $1962, the amount 
claimed to be due under a lease entered 
into between plaintiff's predecessor and 
defendant's assignor. The district court 
held that the defendant was not liable 
because the acts of its officers were ultra 
vires and was not estopped to deny lia- 
bility. A: review of this judgment is 
here sought. 

On December 2, 1919, Morris Reich- 
man leased from the Hitchings-Van 
Schaack Investment Company, at a 
monthly rental of $250 a month, the 
cigar stand privileges in the United 
States National Bank building in 
Denver. The defendant loaned Reich- 
man money with which to purchase 
fixtures to be used in connection with 
this lease, taking as security therefor a 
chattel mortgage thereon. Upon Reich- 
man’s default in payments, the bank 
demanded and received the assignment 
of the lease as additional security. By 
arrangement between Reichman and the 
bank, he conducted the cigar business 
for the bank with the understanding that 
the net profits were to be applied upon 
his indebtedness to the bank. This con- 
tinued for sixteen months, but no profit 
was realized. Thereafter the bank re- 
quested and received permission of the 
lessor to assign the lease; the consent 
thereto being conditioned upon the bank 
remaining liable for the rent under the 
lease. An assignment was made to Mrs. 
Jennie Newlon, and $800 in cash real- 
ized therefrom was credited on Reich- 
man’s note. Later, at the request of the 
bank, Newlon was granted a rent re- 
duction of $50 a month. On December 
1, 1925, the rent not being paid, the 
bank upon notice and in accordance 
with the lease took possession and 
sublet to one Frank B. Comstock. 
Nineteen hundred and sixty-two dollars 
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represents the amount due under the 
provisions of the lease at the date of suit. 

While a bank generally may not en- 
gage in commercial enterprises, still, for 
the purpose of protecting its loans, it 
undoubtedly has such right. The assign- 
ment of the lease to bank and its conduct 
of the cigar business thereunder were for 
the sole purpose of further protecting 
bank loans to Reichman. Such transac- 
tions are not ultra vires banking corpo- 
rations. 7 C. J. 591; 3 R. C. L. 423. 

It was shown that the acts of defen- 
dant’s officers in connection with these 
transactions were ultra vires. Notwith- 
standing this, plaintiff contends that the 
bank is estopped to assert such ultra 
vires conduct because plaintiff has fully 
performed and the bank has accepted the 
benefits thereof. Plaintiff at all times 
acted in good faith and co-operated with 
the officers of the bank in their endeavor 
to put the cigar stand on a paying basis 
so that Reichman’s note would even- 
tually be paid. Defendant was benefited 
by the act of the lessor in accepting the 
bank as assignee of the lease because 
the bank was thereby empowered to 
conduct the cigar stand and apply to 
Reichman’s indebtedness any profit made 
thereunder. Defendant was again aided 
by the lessor’s conduct in reducing the 
rent from $250 to $200 a month; the 
sole purpose thereof being to permit the 
cigar stand to be placed on a paying 
basis. Defendant further accepted bene- 
fits to the extent of $800, the amount 
applied on Reichman’s note as a result 
of the money received for the assignment 
of lease to Newlon. Under such circum- 
stances, the bank cannot be heard to 
assert that its officers had no power to 
bind the bank in connection with the 
transactions here involved. American 
Nat. Bank v. Hammond, 25 Colo. 367, 
55 P. 1090; Mulford v. Torrey Co., 45 
Colo. 81, 100 P. 596; Mountain Water 
Works Co. v. Holme, 49 Colo. 412, 113 
P. 501; First Nat. Bank v. Wich, 62 
Colo. 119, 160 P. 1036; Commercial 
Co. v. Beach, 66 Colo. 226, 180 P. 982; 
Stewart v. Commissioners. 80 Colo. 232, 
250 P. 562; Colorado I. L. & I. Co. v. 
Clem, 82 Colo. 399, 260 P. 1019; 7 
C. J. 596; 3 R.C.L. 423. ~ 
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Our determination herein also dis- 
poses of defendant’s assignments of cross- 
error, an enumeration and discussion of 
which would serve no useful purpose. 

Accordingly, the judgment is reversed, 
and the cause remanded with directions 
to the district court to enter judgment 
in favor of plaintiff in the sum of $1962 
and costs. 


PLEDGE OF STOCK BY DIREC- 
TOR OF TRUST COMPANY 


Jennings v. Gallagher, Supreme Court 
of Vermont, 152 Atl. Rep. 802 


The defendant, a director of a trust 
company, pledged with the plaintiff, 
another director, shares of stock in the 
trust company as security for a loan, 
which shares the law required the de- 
fendant to hold unencumbered in order 
to qualify as a director. 
certificate to the defendant, merely as 
a loan, because the treasurer of the 
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trust company had seen the certificate 
in the plaintiff's possession and it 
might endanger the defendant’s stand- 
ing as a director if it were allowed to 
remain. It was agreed that the de- 
fendant would keep the certificate at 
his home in his safe and thus protect 
the plaintiff's lien. The defendant, 
however, pledged the certificate at an- 
other bank as security for a loan. The 
plaintiff brought this action against the 
defendant to recover for the conversion 
of the certificate and it was held that 
the plaintiff was entitled to recover. 


Action by B. C. Jennings against 
S. R. Gallagher. Verdict for plain- 
tiff, and defendant brings exceptions. 

Judgment affirmed. 


OPINION OF THE COURT 


MOULTON, J.—This is an action 
of tort. The declaration is in two 
counts. The verdict was for the plain- 
tiff, and the case is here on the de- 
The questions 


fendant’s exceptions. 
for review arise under the first count, 
by which recovery is sought for the 
conversion of ten shares of the capital 
stock of the Hardwick Savings Bank & 
Trust Company. 

The defendant moved for a directed 


verdict on this count. The motion was 
denied, and he excepted. Taken in the 
light most favorable for the plaintiff, 
the evidence tended to show the fol- 
lowing facts: Both plaintiff and de- 
fendant were directors of the Hardwick 
Savings Bank & Trust Company. The 
defendant owned ten shares of the 
capital stock of that institution, of the 
par value of $1,000, which he pledged 
to the plaintiff to secure him for cer- 
tain obligations which he had incurred 
on the defendant's behalf, and for 
certain anticipated future indebtedness. 
The certificate representing the stock 
was indorsed in blank by the defendant 
and delivered to the plaintiff. While 
it was in the latter’s possession, the 
defendant learned that the treasurer of 
the bank had seen it there, and there- 
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upon bethought himself of G. L. 5440, 
which, in its then form and before its 
amendment by No. 92, Acts 1929, 
provided that: “An officer of a trust 
company shall own not less than one 
thousand dollars’ worth of stock in 
such company, absolutely unpledged.” 
So he told the plaintiff that the certifi- 
cate had been seen in the latter's 
possession, and that it would endanger 
his own standing as a director if it 
were allowed to remain there.’ There- 
fore he asked the plaintiff to loan him 
the certificate, and promised that he 
would put it in his safe at home, that 
the plaintiff would be protected in his 
lien, and that, even in the event of the 
defendant’s death, the plaintiff would 
still be protected, because the defen- 
dant’s wife knew all about the transac- 
tion. In reliance upon this undertaking, 
the plaintiff loaned him the certificate, 
without any intention of giving back 
his title, but when, at a later date, the 
obligations being unpaid, the plaintiff 
demanded the certificate, it appeared 
that the defendant had pledged it as 
security for a loan at another bank. 
The first ground for the motion was 
that, by the delivery of the certificate 
to the defendant, the plaintiff's lien as 
pledgee was waived and terminated. 
Where there is a pledge of personal 
property, the pledgee takes a special 
property therein, the general property 
remaining in: the pledgor. Lamoille 
County Sav. Bank & Tr. Co. v. Han- 
son, 93 Vt. 486, 488, 108 A. 396. It 
is essential to the validity of the pledge 
that possession be delivered to the 
pledgee, and he has a lien on the prop-. 
erty only so long as he retains posses’ 
sion. Samson v. Rouse, 72 Vt. 422, 
426, 48 A. 666. His special property 
therein is lost by a surrender of the 
thing pledged to the pledgee. Russell 
v. Fillmore, 15 Vt. 130, 135; Fletcher 
v. Howard, 2 Aikens, 115, 117. But 
a pledgee may permit the pledgor to 
take and use the pledge for any special, 
or limited purpose, and, if there is no 
unconditional delivery sufficient to re: 
vest the title, the possession and special 





property as between them remain un- 
changed. Harding v. Eldridge, 186 
Mass. 39, 42, 43, 71 N. E. 115; Way 
v. Davidson, 12 Gray (Mass.) 465, 
467, 74 Am. Dec. 604; Macomber v. 
Parker, 14 Pick. (Mass.) 497, 508; 
Hickok v. Cowperthwait, 210 N. Y. 
137, 103 IN. E. D222. WI: Ann: Cas 
1915B, 1002; Fairbanks v. Sargent, 117 
N. ¥. 334, 22 N. E. 1089, 1042. 6 
L. R. A. 475; Casey v. Cavaroc, 96 
U. S. 467, 24 L. Ed. 779, 784; Hutton 
v. Arnett, 51 Ill. 198, 201; Clare v. 
Agerter, 47 Kan. 604, 606, 28 P. 694; 
Thompson v. Colvin, 53 Or. 488, 489, 
490, 101 P. 201; First Nat. Bank v. 
Bradshaw, 91 Neb. 210, 135 N. W. 
830, 39 L. R. A. (N. S.) 886, 890, 
891; New Albany Nat. Bank v. 
Brown, 63 Ind. App. 391, 114-N. E. 
486, 489; Reeves v. Capper, 5 Bing. 
N. C. 136, 140, 141. Accordingly, in 


Samson v. Rouse, supra, it was held 
that, where a pledgee of certain promis- 
sory notes delivered them back to the 
pledgor for purposes of collection, the 
delivery was for a special purpose, 
and did not in law interrupt the posses- 
sion of the pledgee, so long as the 


notes remained uncollected. 

So, also, “the pledgor may be the 
agent of the pledgee after original de- 
livery, to retain the property pawned, 
and in such case the intention of the 
parties controls, and the legal title 
does not change, for the reason that 
the pledgor holds as the agent of his 
principal.” Harding v. Eldridge, 
supra, page 43 of 186 Mass., 71 N. E. 
115, 116; Casey v. Cavaroc, supra; 
Palmtag v. Doutrick, 59 Cal. 154, 159, 
43 Am. Rep. 245, and see cases cited 
in note, 39 L. R. A. (N. S.) 892. 

And it has been held that the 
pledgor may be the depositary of his 
pledgee, in which case the formal 
possession of the depositary or agent 
is the legal possession of the depositor 
or principal and the lien is not lost. 
Thayer v. Dwight, 104 Mass. 254, 257, 
258; Moors v. Reading, 167 Mass. 322, 
324, 45 N. E. 760, 57 Am. St. Rep. 
460: In re Reeve, 111 Iowa 260, 82 
N. W. 912, 914. 

The evidence here tended to show a 
loan of the stock certificate to the de- 
fendant for a special purpose, upon 
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his agreement that the plaintiff's lien 
should be preserved. This could not 
be said to be unconditional delivery 
sufficient to revest the title and posses- 
sion in the defendant. The intent of 
the plaintiff in making the loan was 
a question of fact for the jury. Wilkie 
v. Day, 141 Mass. 68, 73, 6 N. E. 
542. 

The defendant argues that the rule 
applies only where the delivery to the 
pledgor is for the benefit of the 
pledgee. It has been held that there 
is a distinction between a delivery to 
the pledgor for his own purposes and 
intrusting him with the custody on 
behalf of the pledgee. Moors v. 
Wyman, 146 Mass. 60, 63, 15 N. E. 
104. Here the evidence tended to show 
that the certificate was delivered to the 
defendant, not merely for his own use, 
but as a depositary and agent of the 
plaintiff for its safe-keeping, and his 
possession was consistent with the exis- 
tence and enforcement of the lien and 
subordinate to the rights of the plain- 
tiff. Thayer v. Dwight, supra. 

We are dealing, of course, with the 
rights of the parties to this action as 
between themselves. We have no need 
to consider the rights of the second 
pledgee. Whatever they may be, the 
plaintiff's cause of action against the 
defendant is not affected. See Davis 
v. Billings, 254 Pa. 574, 99 A. 163, 
165. <A _ pledgee, by virtue of his 
special property in the thing pledged, 
may recover in trover for a conversion 
thereof by the pledgor, although it may 
have come lawfully into the latter's 
hands by the pledgee’s consent. Way 
v. Davidson, supra, page 466 or 12 
Gray (Mass.); Hutton v. Arnett, 
supra. There is still another aspect of 
this transaction. The special property 
of a pledgee is not divested where the 
pledgor has obtained possession of the 
thing pledged by fraud or other wrong- 
ful means. Walcott v. Keith, 22 N. H. 
196, 209; Wilkie v. Day, supra; Henry 
v. State, 110 Ga. 750, 753, 36 S. E. 
55, 78 Am. St. Rep. 137; Bruley v. 
Rose, 57 Iowa, 651, 11 N. W. 629, 


630; Thomas v. Graves, 89 Vt. 339, 
343, 95 A. 643; Palmtag v. Doutrick, 
supra; American Pig Iron Storage 
Warrant Co. v. German, 126 Ala. 
194, 28 So. 603, 85 Am. St. Rep. 21, 
27. Although there may have been 
no evidence tending to show that fraud 
was intended by the defendant when 
he requested the loan of the stock cer- 
tificate to him, yet, since the plaintiff 
delivered it to the defendant in reliance 
upon the latter’s undertaking to hold it 
for him safely, with the lien unim- 
paired, a conscientious obligation was 
imposed upon the defendant, the viola- 
tion of which for his own advantage 
was such a fraud as in equity would 
make him a constructive trustee, and 
this would be so although he entered 
into the agreement with an honest in- 
tention of performing it. Although 
this is an equitable doctrine, a court of 
law will apply it to avert a fraudulent 
result, and where, as here, the defen- 
dant has made the plaintiff’s title for- 
ever unavailing, will allow a recovery 
for the damage caused by the wrongful 
and fraudulent act. Méiller v. Belville, 
98 Vt. 243, 248, 249, 126 A. 590, and 
cases cited. 

There was no error in denying the 
motion for a verdict upon the first 
ground. 

The second ground for the motion is 
that the plaintiff is barred from re- 
covery, because his right to do so is 
based upon an illegal and void contract. 
The reasons given for the invalidity are 
that the original pledge was in violation 
of G. L. 5440, and that the ‘special 
bailment of the certificate to the de- 
fendant was an attempt to circumvent 
the statute. 

But G. L. 5440 did not forbid the 
pledging of the stock. It only attached 
a certain consequence to the act—i. e., 
the disqualification of the defendant to 
hold the office of director, unless he 
still owned the requisite amount abso- 
lutely unpledged, which, apparently, he 
did not. The fact of his disqualifica- 
tion did not in the least affect the 
validity of the pledge or the plaintiff's 


fe ff. 2 Ga a. bel hte me mlLUCUK,CUCelCUPlUlUC Ml lee Ole Clr 


a 





BANKERS PUBLISHING COMPANY 


special property in the stock. And, as 
we have seen, a delivery of the stock 
to the defendant upon a special bail- 
ment, would not destroy the plaintiff's 
lien. It has been held that, when an 
agreement, innocent in itself, is de- 
signed by one of the parties to further 
a purpose forbidden by the law or 
opposed to its policy, courts will not 
enforce it in favor of such party nor 
in favor of the other party if he is 
implicated in such design. Mound v. 
Barker, 71 Vt. 253, 254, 44 A. 346, 
76 Am. St. Rep. 767; Jenness v. Simp- 
son, 84 Vt. 127, 147, 78 A. 886. But, 
although the contract is void where its 
direct purpose is to effect, advance, or 
encourage acts in violation of law, yet, 
where such contract is collateral and 
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independent, though in some measure 
connected with acts done in violation 
of law, it is not void. Carrigan v. 
Lycoming Fire Ins. Co., 53 Vt. 418, 
423, 38 Am. Rep. 687. 

Here the contract of pledge was 
valid. If there was any illegality in 
the concealment, it did not render the 
transaction void, because the contract 
itself was collateral and independent. 

The denial of the motion upon the 
second ground was not error. 

Two other exceptions are briefed, 
one to the charge and the other to the 
judgment. It is not necessary particu- 
larly to notice them, because the ques- 
tions raised are covered by what has 
already been said. 

Judgment affirmed. 
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When the Accepting Bank Fails 


By WILBERT WARD 
Assistant Vice-President National City Bank of New York 


the banks of the United States have 

been exercising the power to accept 
time drafts, granted them by the 
passage of the Federal Reserve Act, the 
subject of the failure of an accepting 
bank and its consequences to the parties 
to its outstanding bills, has been of only 
academic interest. During these years 
bills aggregating many billions of dollars 
have been accepted by American banks, 
have found their way into the hands of 
investors, and have been promptly re- 
tired at maturity. In recent months, 
however, the failure of a small private 
banking firm, and of a New York State 
bank, have brought into question the 
rights and liabilities of the parties to 
their outstanding bills. The problems 
thus presented for solution are worth 
consideration, not to forearm against the 
recurrence of this phenomenon, but 
rather to throw that additional light on 
the nature of acceptance credit that the 
study of the abnormal case brings to a 
normal situation. 

In the normal course of the sale of 
goods to be financed through the me- 
dium of a bank acceptance, the seller 
draws a time draft on the bank with 
which the buyer has made the arrange- 
ment to accept. The seller negotiates 
this draft, with shipping documents at- 
tached, with a local bank, which sends 
the bill forward for acceptance and dis- 
count. The bill here parts company 
with the merchandise, which is custom- 
arily released to the buyer on trust re- 
ceipt, which includes power to sell, pro- 
vided the proceeds of the sale are forth- 
with delivered to the accepting bank. 
These proceeds, or other monies, are 
paid by the buyer to the bank prior to 
the maturity of the bill. At maturity, 


I: the seventeen years during which 


_ From an address before the Eighteenth Na- 
tional Foreign Trade Convention. 


the holder presents the bill to the bank, 
and it is paid and discharged. 

In the abnormal cases of the sus- 
pended banks, bills drawn under ac- 
ceptance credits have been refused ac- 
ceptance, and accepted bills have been 
refused payment. 

The parties involved in these situa- 
tions are the seller of the goods as 
drawer of the draft; the bona fide 
holder who has purchased it; the buyer 
of the goods, who has agreed to pay an 
amount equal to the bill into the bank 
prior to its maturity; and the depositors 
of the bank, whose interests are repre- 
sented by the official liquidator. 

The inability of the bank to fulfill its 
obligations makes it inevitable that loss 
must fall on some of these parties. The 
only question is—on whom shall it fall? 
Seller, buyer, holder or depositor? 

Between seller and buyer, this need 
not be a matter of guesswork. It can, 
and should be, stipulated in the contract 
of sale, either that the seller shall take 
the draft in full payment of the pur- 
chase price, or that the draft shall not 
constitute payment until duly paid and 
discharged. It is only where the con- 
tract is silent, that we must guess. My 
guess, based on my conception of a 
correct theory of commercial letters of 
credit as involving a superimposition, 
rather than a substitution, or obligations, 
is that the draft is a means of payment, 
and that the accredited buyer is liable 
to the unpaid seller, if the means fails. 
The bank acceptance is an instrument 
of finance, developed and resorted to 
by the strongest and best reputed mer- 
chants, to tap cheap money markets. 
The primary object is to create “prime” 
paper, immediately salable in centers of 
cheap money. True enough, the bank’s 
promise to pay may afford better pro- 
tection than the buyer's, but that is 
usually incidental. The weight of pres- 
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ent legal authority appears to support 
what must appeal to every merchant - 
and banker as being the correct rule— 
that in the absence of a contrary stipu- 
lation, the buyer takes the risk of the 


failure of the accepting bank. This 
seems eminently fair, as the buyer has 
selected the bank, and the purpose and 
effect of the arrangement which has 
permitted him to obtain possession of 
the goods, is for his benefit. 

If the bill has already been accepted 
at the time the bank suspends, it is 
usually in the hands of a third party, 
a bona fide holder. What are the 
holder's rights? It is conceded that he 
has rights against the drawer, who is 
the seller of the goods. The holder 
has, as a matter of practice, upon 
hearing of the suspension, invited the 
drawer to take the bill off his hands, 
and responsible drawers have immedi- 
ately done so. The drawer, who thus 
reverts to the status of an unpaid seller, 


has then invited the buyer to take the 
bill off his hands. Here is the point 
at which the real controversy centers. 
The buyer has signed an agreement to 
pay to the accepting bank, not later 
than one business day before maturity, 
a sum equal to the face of the draft 
falling due. He has taken possession 
of the merchandise, perhaps has sold 
it, and either has money due him on 
the sale, or “has received cash proceeds, 
which may have been deposited in his 
general account with the bank, prior 
to suspension, or in some cases, paid 
to the bank for the specific purpose of 
fulfilling his trust receipt obligation or 
anticipating his liability to the bank in 
connection with the bill. The buyer is 
not only willing, but anxious, that the 
official liquidator shall utilize his bal- 
ance in current account, or any special 
anticipatory deposit, as an offset against 
his liability to place the bank in funds 
before maturity date. However, he 
wants the liquidator to go one step 
further, and utilize these funds to pay 
the bill in full at maturity. Alternately, 
he is willing to buy the bill at its face 
value from the holder or drawer, pro- 
vided the liquidator will permit him to 
tender the bill as a discharge and satis 
faction of his liability on the trust re- 
ceipt and acceptance agreement. 

Now assuming that the bank will 
liquidate 50 per cent. its obligations are 
worth fifty cents on the dollar. The 
drawer has paid the holder one hundred 
cents for it because otherwise the 
drawer will be an unpaid seller and 
may sue the buyer on the contract of 
sale. But, though the buyer has paid 
one hundred cents for it, it is worth 
only fifty cents. On the other hand, 
if the buyer is solvent, his obligation 
to the bank on his acceptance agree- 
ment and trust receipt is worth one 
hundred cents. His attempt to offer the 
official liquidator a fifty cent claim to 
satisfy a dollar obligation is simply an 
attempt to avoid the consequences of 
the failure of the bank which he chose 
to deal with. For, as I have previously 
said, a loss is inevitable. We have 
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agreed that seller and holder do not 
have to bear that loss. If the buyer 
does not, who will? The depositors 
will. The statement of any bank doing 
an acceptance business will show, on 
the liability side, its outstanding bills, 
and on the asset side, its customers’ 
liability on their acceptance agreements 
and trust receipts. I deem it fair to 
assume that a customer who deposits 
in reliance on such a statement is 
entitled to demand that the liquidators 
seek to collect 100 per cent. of that 
asset, as he does of the other assets, 
and not swap it for a like face amount 
of the bank’s fifty cent on the dollar 
paper. 

To permit such a swap is to confer 
upon the bank’s acceptance customers 
a preferred status which enables them 
to settle with the bank without loss, 
at the expense of the fund available 
for distribution to other depositors. 

The point I want to make is that the 
litigation now pending in the New 
York State and Federal courts, all re- 
lates to various phases of this endeavor 
by the buyer to escape the consequences 
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of having dealt with an unsound bank. 
I do not intend to summarize or analyze 
this litigation. None of it has as yet 
reached the courts of last resort, and 
consequently no precedents of lasting 
value have been established. In these 
cases, there has been much argument 
by counsel, and reference by the bench, 
to the right of subrogation, and the 
tracing of the trust res. I am confident 
that it is a matter of great surprise to 
merchants and bankers who have de- 
veloped the use of the commercial 
letter of credit and the bank acceptance 
as instruments of finance, to learn that 
bench and bar are reaching into the 
law of suretyship and the law of trusts 
to interpret what to them appears to be 
debtor and creditor relationships. If 
it were left to them to determine ac- 
cording to the practices and customs 
of merchants, I do not believe they 
would .have much difficulty in deciding 
that the buyer should bear, and not 
pass on to the depositors, the loss at- 
tendant upon the inability of the bank 
to retire an outstanding bill accepted 
for his account. 
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However, the point I want to em- 
phasize is that the litigation that has 
arisen in connection with these two 
recent failures represents, in various 
guises, simply a jockeying for ad- 
vantage by the buyer against general 
creditors. It is entirely without signifi- 
cance to the bill market. It has not 
undermined, but rather has strengthened, 
the position of the holder of the bill. 
In the case of bills negotiated but not 
accepted at the time of suspensicn, it 
has been the practice of the liquidating 
agent to facilitate direct settlement by 
the holder with the accredited buyer, 
by indorsing and surrendering the bills 
of lading, if they have been made out 
to the order of the suspended bank and 
remitted direct to it in anticipation of 
acceptance. In the case of accepted 


bills, the holder has fallen back on the 
indorsement of the negotiating bank. 
It falls back on the drawer. The 
drawer falls back on the buyer, against 
whom he has rights, not on the bill, 
but in his contract of sale. 

These failures have demonstrated 
that as a practical matter, the credit 
standing of both buyer and seller are 
behind the bill. The only point in 
dispute is the buyer’s claim to prefer- 
ence over ordinary depositors—a matter 
in which the bill market is not con- 
cerned. 

It is likely that these two failures 
will supply in time useful precedents 
on some technical phases of acceptance 
credit relationships, but the really sig- 
nificant thing is their insignificance, so 
far as the bill market is concerned. 
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VER Europe, or at any rate over 
C) parts of it, there still broods the 

shadow of distrust for which the 
Great War must be held responsible. 
And until this shadow is dispersed or 
measurably lightened, that restoration 
of confidence considered essential to the 
return of prosperity cannot be expected. 
Neither the League of Nations nor the 
Locarno Pact -has given to France that 
feeling of security which that country 
demands, and hence France not only is 
increasing her fortifications, but is care- 
ful to see that in arriving at a ratifica- 
tion of the terms of the London Naval 
Conference her security is not menaced 
by other countries considered as actual 
or potential rivals. The long delay in 
ratifying this agreement, on the part of 
France, emphasizes the differences ex- 
isting between that country and Italy, 
although it is an open secret that re- 
lations between France and England 
are less cordial than appear on the sur- 
face; but, nevertheless, England has 
labored faithfully to bring France and 
Italy to an understanding. The readi- 
ness with which the United States, Eng- 
land and Japan ratified the London 
agreement shows how easy it is to bring 
about unity of action among countries 
that do not suspect each other’s ambitions. 
The delayed action of France and Italy 
represents the other phase of interna- 
tional relations. France is also hostile 
to the proposed customs union between 
Austria and Germany, and in this at- 
titude has the support of the Little 
Entente. To record the feeling of 
France in regard to her security is 
neither to approve nor to condemn that 
state of mind. The past experience of 
the country at least renders such a 
mental attitude understandable. It may 
be that the Disarmament Conference to 
be held at Geneva next year will find 
a means of affording to France that 


security which other agreements have 
failed to supply. The satisfaction of 
France’s aspirations for safety will go 
far toward removing from European 
politics one of the most troublesome 
problems remaining as an aftermath of 
the Great War. There still will remain 
reparations and allied debts. These, 
like Banquo’s ghost, will not down. 
Attempts to keep these subjects out of 
the discussions at the International 
Chamber of Commerce meeting at 
Washington were unsuccessful. That 
anyone should expect an international 
conference to ignore subjects of such 
wide and vital concern is inexplicable. 
The attitude of America, not voluntarily 
to consent to a reduction or cancellation 
of these debts, may be unalterable; but 
if so, it is well enough to have that fact 
definitely understood. If, on the other 
hand, Germany is determined to seek a 
modification of reparations payments, 
and if the nations to which these pay- 
ments are going shall cease paying their 
debts to the United States in propor- 
tion as Germany's payments are scaled 
down or postponed, the sooner these 
facts are made known, the better for 
all concerned. Since the debt settle- 
ments were made with the United 
States, and ever since the Young Plan 
became effective, the economic situation 
of the world has greatly changed. It 
may or may not follow that this change 
calls for a modification of these arrange- 
ments. In view of the present position 
of the American Treasury, any proposal 
to accept a reduction in the debts owing 
to the United States is not likely to be 
welcome. What circumstances may 
compel is a different matter. 


GREAT BRITAIN 


Lively discussion is going on in Eng- 
land over the proposal made by Chan- 
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cellor Snowden to place a national tax 
on land. He thus stated his proposal in 
the House of Commons: 


“That there shall be charged for the 
financial year ending March 31, 1934, 
and for every subsequent financial year, 
a tax at the rate of one penny for each 
pound of the land value of every unit 
of land in Great Britain.” 


In introducing the proposal Mr. 
Snowden said that an individual tax- 
payer would be relieved of the tax for 
any year when the sum payable by him 
did not exceed a capital value of £120, 
on which the tax would not exceed ten 
shillings. “This relief,” he said, “will 
relieve practically the whole of the 
working classes.” As the present in- 
come taxes are paid by only some 2,- 
500,000 of the population, it will be 
seen that the land tax if adopted—as 
seems probable—will further extend the 
principle of class taxation. 

The policy of derating, adopted in 
1929, by which the central govern- 
ment assumed a burden theretofore 
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locally carried, is one of the causes 
making it necessary to resort to fresh 
taxation. About £35,000,000 a year 
must at present be provided to sub- 
sidize rates. 

There are various estimates of the 
cost of valuing the land for the pur- 
poses of the new taxation. Mr. Snow’ 
den estimated the cost at not more than 
£1,500,000, but other estimates are 
much higher, while there is a consider- 
able body of opinion to the effect that, 
for a long time at least, the cost of 
valuing the land will far exceed the 
amount which the tax will yield, as was 
the case with a similar attempt some 
years ago. 


THE COUNTRY’S POSITION 


In the face of much gloomy talk, 
based on facts, the position of Great 
Britain is in many respects far from 
comfortable. The external debt is 
rapidly decreasing, the sale of savings 
certificates is increasing, and although 
the number of those out of work is 
growing, the total number employed is 
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still well above the prosperous year of 
1913. With respect to foreign trade, 
a commission appointed to report on 
this subject has recently declared that, 
in order to regain her trade with the 
Far East, Great Britain must find means 
of reducing the costs of production. 

The proposal to tax land value is re- 
garded by some as an answer to the 
proposal made to tax food, and this may 
foreshadow a contest of very great im- 
portance. There is, also, some prospect 
of conflict between the House of Lords 
and the House of Commons on a ques- 
tion of privilege respecting legislation 
on a money bill. 

Steps are already being taken look- 
ing toward the general electrification of 
the British railways, which will call for 
a vast outlay of capital—so vast, in 
fact, that before the end is reached the 
government, or the state, may find it- 
seif the owner of the country’s trans- 
portation lines.” 
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cent. rate of the Bank of England, and 
by keeping the bill discount rate at so 
low a level, the Federal Reserve Bank 
of New York has done much to 
strengthen the position of sterling ex- 
change. Whether this improvement 
will last is questioned in some quarters, 
as there is opinion in London to the 
effect that the present economic situa- 
tion of the country, combined with a 
tendency to increase taxation, may cause 
considerable withdrawal of capital. As 
few countries are exempt from similar 
conditions, it is not clear that capital 
seeking refuge elsewhere would enjoy 
any greater immunity than it now has 
in England, although this country is 
undoubtedly suffering from a heavy tax 
burden. If recent disparities in dis- 
count rates between New York and 
London persist, the export of gold from 
America to England should normally 
take place. 
° FRANCE 


There were no signs of improvement 
during April and May, despite better 
exports and higher tax returns in March. 
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Slackening of industrial and commercial 
activity is becoming more apparent and 
has now affected the building trade. 

Luxury trades are, however, the chief 
sufferers, for the French clientele is 
cutting down expenditures and foreign 
tourists are considerably fewer than they 
were a year ago. These trades are ex- 
pected to improve with the forthcoming 
Colonial Exhibition, which, it is hoped, 
will bring a large number of foreigners 
to the country. 

The unemployment situation is some- 
what improved, but below seasonal ex- 
pectations, and most major industries 
are continuing to operate on a reduced 
scale. The policy of wage reduction is 
extending and this is causing labor un- 
rest, for living conditions in France con- 
tinue high as a result of protective 
measures favoring producers. Textile 
manufacturers, who have been paiticu- 
larly hard hit, proposed the application 
of a 10 per cent. wage cut to take 
effect May 11 and as a result 300,000 
textile workers have struck. It is hoped 
that government intervention will suc- 
ceed in ending the strike. _.. 

The Polish and Czechoslovakian loans 
are being floated and it is expected that 
they will succeed, although investors are 
not showing any great enthusiasm at 
present. New security issues in France 
in the month of April amounted to 
179,000,000 francs in the form of 
stocks and 984,000,000 francs in the 
form of bonds. Of the sum in stocks, 
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22,000,000 francs were invested in 
shares offered by new companies and 
157,000,000 represented increases in 
capital of existing companies. 

An increase of 4,000,000 francs in 
the gold reserve of the Bank of France 
was shown in the weekly statement in 
the middle of May, and was again at- 
tributable to presentation of hoarded 
coin for exchange into bank notes. This 
movement, opportunity for which was 
offered in 1928, has not yet been in- 
terrupted although the amounts now 
brought in show some decrease. They 
are now averaging some two million 
francs weekly. 

Gold exports from France ceased tem- 
porarily last month, but it is expected 
that they will be resumed because 
French banks have difficulty in employ- 
ing their spare funds at home. In ad- 
dition, it does not seem that the adverse 
trade balance will be cut down, for 
prices are higher in France than in 
other countries, and through the pro- 
tection provided by the government to 
producers, the natural fall in the cost 
of living has been prevented. 

The proportion of foreign-grown 
wheat allowed in French bread, which 
had been at 10 per cent., has been in- 
creased to 25 per cent., thus proving 
that the government recognizes that the 
French supply of wheat will not cover 
requirements until the next harvest. 
This sitution will further increase im- 
ports. 
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GERMANY 


The German budget for the year 
1931-32 is already out-of-date and 
present indications are that there will 
be a 500,000,000 marks shortage. In 
drafting the budget, the Finance Min- 
istry based its calculations on the state 
of trade in October, 1930, and esti- 
mated the tax yield at less than the 
estimates of the preceding financial year. 

The latest returns from taxation, es- 
pecially income and turnover taxes, 
however, indicate that, due to the trade 
depression, they will be at least 500,- 
000,000 marks below their estimate. Al- 
though the government has not yet an- 
nounced what it proposes to do to meet 
this deficit, it is expected that it will be 
done by a reduction in expenditure. 

Feeling is better in financial Berlin 
since the question of the legality of the 
proposed Austro-German customs union 
has been referred to the Hague Court 
for settlement, thus postponing and pos- 
sibly averting altogether the controversy 
which was growing with France on that 
subject. International nervousness on 
this account, it was said, has hindered 
the downward revision in cost of short- 
term credit offered to Germany, which 
had been expected after the reduction 
n bank rates at New York, London 
and Amsterdam. 

The banking community considers 
that the Reichsbank’s position points to 
the possibility of reduction in the off- 

cial discount rate early in June, but this 


Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


will remain doubtful until the govern- 
ment announces its proposed measures 
for covering the deficit in its budget. 


BUSINESS CONDITIONS 


German business conditions showed 
the customary seasonal improvement 
throughout April and the first half of 
May. The arrival of spring weather 
brought a resumption of full-time agri- 
cultural employment, but building 
trades continue to lag. Slack domestic 
buying is continued because of the re- 
fusal of retail prices to get in line with 
wholesale and raw material prices. Ex- 
ports showed a significant increase with 
a favorable balance of 236,000,000 
marks in April; these gains were es- 
pecially noticeable in textiles, rolling 
mill products, chemicals and machinery. 
Finished goods alone showed a gain of 
71,000,000 marks as compared with 
March. Total imports continued to fall, 
reaching a new post-inflation level. Un- 
employment showed a marked decrease 
to 4,389,000 at the end of April, or a 
reduction of 240,000 in two weeks. 
However, the present figure is the high- 
est in German experience at this time 
of the year. The stock market showed 
intermittent gains early in April based 
upon the hope of a discount rate re- 
duction and stimulated by the discus- 
sion of the proposed Austro-German 
customs union. These gains are now 
practically all wiped out with the post- 
ponement of the discount cut and the 
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New York Agents: 
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announcement of dividend reductions by 
a large number of the most important 
German companies, with the notable 
expection of the dye trust. 


AUSTRIA 


News of the distressed condition of 
the country’s largest private bank, the 
Kreditanstalt fur Handel und Gewerbe, 
was the outstanding feature of dis- 
patches from Austria in May. Only 
prompt action by the Austrian govern- 
ment and banks in advancing $23,000,- 
000 to the bank is believed to have 
saved it from failure. 

The directors of the Kreditanstalt de- 
clare that the bank incurred a loss of 
$8,500,000 by its rescue of the Boden- 
kreditanstalt in 1929 and further heavy 
losses were caused by the depreciation 
of shares held as collateral. The re- 
mainder of the loss is attributed to the 
failure of commercial undertakings in 
which the bank was interested, many of 
which became insolvent during 1930 
and 1931. The bank’s capital was $18, 
000,000 and its open reserves $5,000,- 
000, while its losses are said to have 
amounted to $20,000,000. 

The proposed customs union between 
Austria and Germany has also created 
wide discussion in Austria, with an 
equally wide variance of views. Its 
first reception was enthusiastic, but 
since that time there has been a grow’ 
ing tendency on the part of various 
local industries to ask for continued 
protection. 

The general situation in Austria is 
still unfavorable, although there have 
been some encouraging developments. 
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The Austrian export and import figures 
for both January and February show a 
decided decline as compared with the 
corresponding months of the previous 
year. In 1930, for the first time since 
1923, the current accounts budget of 
Austrian government showed a deficit 
amounting to 17,000,000 _ schillings; 
moreover, 1930 was the first year since 
1923 in which actual results failed to 
make a better showing than the budget 
estimates. The number of unemployed 
rose to a new high record on February 
15, amounting to 336,989 but dropped 
to 304,082 at the end of March. This, 
however, is still 64,988 higher than at 
the same time last year. 


ITALY 


Reports from most of Italy indicated 
a slight improvement in general condi- 
tions in April. Unemployment was 
lowered by 5 per cent. and wholesale 
prices manifested a rising tendency; 
business failures were fewer and the 
number of protested notes lower. The 
annual reports of leading companies 
continued to show surprisingly good re- 
sults for 1930 operations. A _ supple- 
mentary trade agreement with Russia 
which has been concluded added an 
optimistic tone to the general situation. 
The former twelve-month agreement, 
signed last August, allowed for a credit 
of 200,000,000 lire, but this was ex’ 
hausted within five months and the ad- 
ditional agreement provides for 350,- 
000,000 lire and covers a wide field of 
manufactured goods. Furthermore, the 
credit terms have been lengthened and 
interest rates reduced. This agreement, 
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involving nearly $20,000,000, means 
much to Italian industry. 


THE NETHERLANDS 


General business in The Netherlands 
has remained on modest levels but 
showed a somewhat accelerated move- 
ment in April, bringing the current 
position to a standing slightly more 
commensurate with the normal seasonal 
rate of upturn. The month-end un- 
employment index further declined to 
9.3 for wholly unemployed and 4.3 


for partly unemployed, with most trades 
and industries sharing in the gain. 
While the permanency of the upward 
movement is not yet assured, largely 
because of unsatisfactory colonial con- 
ditions, it is probable that the March 
quarter recorded the bottom of the de- 


pression. In comparison with the first 
quarter of 1930, the following percen- 
tages of increase have been noted: Coal 
production, 1; salt sales, 17; electricity 
production, 12; note circulation, 1.6; 
postal savings bank deposits, 12; com- 
mercial failures, 15. Decreases, on the 
other hand, were as follows: Ships un- 
der construction at end of quarter, 32; 
building and public work contracts, 10; 
gas delivered, 3; communications re- 
ceipts, 7; railway receipts, 8; bank 
clearances, 10; savings withdrawals, 6; 
wholesale prices, 16; agricultural prices, 
9: living costs, 5; strikes and lock- 
outs, 22. 

The Dutch bank rate was cut on 
May 16 to 2 per cent., following the 
example of the cut in the New York 
rate, but the change was not expected 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
Ss. N. POCHKHANAWALA, Managing Director 


to have any great influence on the situa- 
tion as even the reduced bank rate is 
far apart from the open market rate 
and no recourse to credit at the Central 
Bank is expected. 

In the opinion of Dutch financiers, 
recovery from existing depression is 
hindered, not by lack of available credit, 
but by the uneven distribution of cap- 
ital as between rich countries and poor 
countries and still more as between the 
investment market and the short-term 
money market. 


POLAND 


Beginning in March, conditions in 
Poland began to show the first signs of 
seasonal activity and production. The 
upward trend came rather later this 
year than in preceding years and was 
not so strongly marked as usual. Signs 
are not lacking, however, that a certain 
measure of recovery in general condi- 
tions appears to be on the way. One 
of these signs is the improvement of 
conditions in the textile industries of 
Poland, over and above any purely sea- 
sonal change. 

Industry maintained employment fig- 
ures more or less at an unchanged level 
and during the latter part of March 
even improved the status in most di- 
visions. Conditions in commerce im- 
proved; foreign trade returns showed a 
considerable increase in both imports 
and exports; money market conditions 
improved slightly; and state revenue 
and expenditure showed a considerable 
increase in receipts, but a still larger 
one in disbursements, so that March 
yielded a budgetary deficit. 
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PONCE, “ORTO RICO 


CAPITAL and SURPL ‘55, oyer . . . $1,400,000.00 


Porto Rico's « rage yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and: Expr’ i . 
place our facilities at‘ their ‘disposal 
for the efficient handl’ ng of their 
| are f. 





transactions with this vsland. . 


JAPAN 


The optimistic feeling entertained by 
business leaders in Japan earlier in the 
year has been tempered by delay in the 
revival of world trade, a factor essential 
to improvement in Japan’s business con- 
ditions. Foreign trade is dull with de- 
mand for raw silk slackening, causing 
increased stocks and falling prices. 
Wholesale prices in general are slightly 
lower, the index number of prices in 
Tokyo breaking fractionally beiow the 
low figure of 158 recorded in February. 
Bank clearings are showing a slight up- 
ward movement, totaling 4,100,000,000 
yen in April against 3,940,000,000 yen 
in March, but other barometers of trade 
such as car loadings and railway re- 
ceipts show sharp recessions and com- 
modity stocks are increasing. Indus 
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tries for the most part are still depressed. 
The previously noted improvement in 
the cotton spinning and weaving in- 
dustries is no longer evident as both do- 
mestic and foreign sales have declined 
with prices lower and stocks increasing. 
The cement, copper and paper indus 
tries are reported to be in a less favor- 
able position. In order to assist the 
iron and steel industry, the government 
is supporting efforts to bring about 
mergers of sales associations and increase 
foreign trade. Lower demand is caus 
ing a sharp increase in pig iron stocks, 
and iron and steel companies’ earnings 
show losses, the Yawata Steel Works 
reporting a loss of 11,000,000 yen last 
year. The rayon industry will con- 
tinue the present 10 per cent. produc’ 
tion curtailment until the end of Sep- 
tember. 
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Current Conditions in Canada 


conditions by the Royal Bank 

of Canada, Montreal, in its May 
Monthly Letter, reported general con- 
ditions in the manufacturing industry 
as being below normal but showing 
substantial improvement during the last 
two months. 

“Textile mills,” says the Letter, “have 
greatly expanded their operations, new 
factories have been opened and exten- 
sions made to existing plants. In some 
instances, mills have been working on 
overtime schedules. Production is gen- 
erally more satisfactory in the steel 
trades. The automobile industry has 
increased its output in anticipation of 
spring orders. Three United States 
automobile companies have recently 
concluded arrangements for the manu- 
facture of their products in Canada 
and the Ford Company has secured a 
site of about eight acres near Van- 


ee of Canadian business 


couver where a plant will be built to 
meet the requirements of the Western 
Canadian territory. The tariff changes 
recently brought into effect in Australia 
will be of considerable advantage to 
Canadian automobile manufacturers.” 

Pulp and paper plants, according 
to the summary, “continue to operate 
at less than 60 per cent. of capacity. 
Conditions in this industry have been 
distinctly unfavorable. Production of 
newsprint, however, amounted to 187,- 
005 tons in March, slightly more than 
the total produced. 


CONSTRUCTION CONTRACTS 


“The total value of construction con- 
tracts awarded to March 31 amounted 
to $73,541,000. This shows a con- 
siderable falling off from the total for 
the first quarter in both 1930 and 1929, 
but is above the corresponding figures 
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for 1928. Engineering projects con- 
tinue to make up a large proportion of 
the total. 


MINING SATISFACTORY 


“The mining industry continues to 
operate on a satisfactory basis. The 
output of gold, silver, petroleum, zinc, 
cement and gypsum during the first 
two months of 1931 was greater than 
during the corresponding period last 
year. The increase in gold has been 
particularly important, amounting to 
nearly 100,000 fine ounces. Production 
of gold in Ontario during March 
showed continued expansion. During 
the first quarter of the year the gold 
and silver values extracted from ore 
milled by Ontario gold mines amounted 
to $9,919,492 compared with $8,304,- 
558 in the first quarter of 1930. Im- 
portant new finds at lower levels have 
been reported . . . and extensive de- 
velopment work is being carried on in 
other fields. An interesting discovery 
of radium-bearing minerals has been 
reported from Great Bear Lake in the 
Northwest Territories. 


AGRICULTURE 


“Preparations for the coming season's 
agricultural operations are now under 
way in practically all sections of 
Canada. Precipitation during the fall 
and winter months has been insufficient 
in many parts of the West and mois- 
ture conditions are causing grave con- 
cern and have delayed seeding opera- 
tions. ° Plenteous rain will be needed 
during the growing season to insure 
satisfactory yields of grain. No esti- 
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mate of the acreage to be sown to 
wheat has been made, but it is gener- 
ally considered that some reduction will 
be shown. Land already prepared for 
seeding will be utilized and a larger 
acreage summer-fallowed in the expecta- 
tion of improved markets in 1932. 

Fall-sown crops wintered well in East- 
ern Canada and British Columbia, 
spring work was commenced at an 
early date and conditions are generally 
hopeful for the 1931 season. 

“The resistance shown by the prices 
of livestock and animal products to the 
general decline in commodity prices, 
combined with the low levels at which 
feed could be procured, turned the 
attention of many farmers to the live- 
stock industry. The market has suffered 
from over-supplies at some times and 
from heavy offerings of poorly finished 
stock. The price of well-finished 
animals has not suffered such heavy de- 
clines. The export of cattle to Great 
Britain has continued at a moderate 
rate throughout the winter. A recent 
cargo included fifteen carloads from 
Alberta, the first shipment made under 
the auspices of the newly formed 
Council of Western Beef Producers. 
The market for hogs has been firmer 
in recent weeks as supplies have been 
moderate. Stocks of pork and 
other meats in cold storage in Canada 
are also much smaller than at this time 
in previous years.” 


EMPLOYMENT 


In regard to the employment—or 
unemployment—situation, the Monthly 


Commercial Letter of the Canadian 





THE BANKERS MAGAZINE 


Bank of Commerce, Toronto, for May, 
says that the decline from January to 
April of this year was not so sharp as 
in the first quarter of 1930. “This,” 
it says, “confirms reports from other 
sources and indicates, as mentioned in 
our two previous issues, some degree 
of stability, the continuance of which 
would be a most welcome event. Cer- 
tain developments during April may be 
regarded as weakening influences, but 
on the other hand there is to be taken 
into account a probable increase in 
automobile production; slightly greater 
activity in some forest industries; a 
brighter outlook for the Atlantic Coast 
fisheries, although this may be offset by 
curtailed operations along the Pacific 
Coast; the comparative steadiness of 
the general price level; and some signs 
of improved conditions in the European 
trade field. . . . Such is the present 
situation. The future will of course 
be governed in large degree by agri- 
cultural conditions during the summer 
and autumn.” 


LOAN CONVERSION 


“The Dominion of Canada loan con- 
version has supplied the feature of the 
present month,” according to the May 
22 Business Summary of the Bank of 
Montreal, “alike in the dimension of 
the transaction and in the signal success 
which has attended it. Between 
October 1 next and November 1, 1934, 
there mature $1,084,826,000 of 
Dominion bonds, being about one-half 
the total funded debt, and of these all 
but $52,931,000 bear interest at 5Yy 
per cent., having been issued during the 
war period of high money rates. The 
plan of the Finance Minister is to ex- 
change these bonds for a new issue 
bearing 4/2 per cent. interest, having 
a currency of twenty-five years, though 
callable after fifteen years, without cur- 
tailing the privileges of the outstanding 
issues up to the date of their maturity. 
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The minimum amount aimed at for con- 
version was $250,000,000, and as this 
figure has been exceeded so largely, the 
way of the Finance Minister is made 
clear for future operations as maturities 
impend. There will occur a saving of 
$10,000,000 annually in interest charges 
when the conversion is completed of 
the loans falling due up to November 
1, 1934, and the disappearance as well 
of the income tax exemption which 
applies to certain of the converted 
issues. Apart, however, from the 
economy to be effected, the readiness 
of bondholders to convert displays faith 
in Canada and the conviction of its 
stability and permanent progress. Of 
the total funded debt of the Dominion 
$1,802,053,000 is payable in Canada, 
$311,668,000 payable in London and 
$265,911,000, payable in New York.” 
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International Banking Notes 


ROFIT of the Anglo-French Banking 

Corporation, Limited, London, for the 

year 1930, after making full provision 

for all expenses, rebate of discount and 
commission, bad and doubtful debts, etc., 
amounted to £72,450. To this has been 
added £2189 brought forward from the pre- 
vious account, making a total of £74,640, for 
distribution as follows: 


To provide for taxation 

To contingencies account 

To reserve account 

To dividend of 3 per cent 

To carry forward to next account... 


Balance sheet of the company as of Decem- 
ber 31, 1930, showed paid up capital of 
£1,250,000, reserve of £30,000, current ac- 
counts of £3,811,880, and total resources of 
£9,088,475. 

In his address to the stockholders, F. A. 
Szarvasy, chairman of the corporation, called 
attention to the progress of the bank, which 
concluded its second full working year last 
year, and to the payment of its first dividend. 
“Of course, it is as yet a very modest one,” 
he said, in referring to the dividend, “but 

. it 1s essential at this stage of our existence 
—and particularly having regard to the difh- 
culties of the world situation—to steer a 
middle course by continuing to add to our 
reserves and to consolidate our position. 

bit . In spite of the adverse conditions 
which prevailed during the current year 
throughout the world,” Mr. Szarvasy told the 
stockholders, “our bank has made further ap- 
preciable progress. 

“Tt is the more gratifying as interest rates 
fell sharply during the year and have for 
some considerable time ruled at an unremuner- 
ative level. As compared with last year, this 
made a very substantial difference in the re- 
turn on our capital, and, moreover, the mar- 
gins obtainable on our clients’ deposits have 
been materially reduced. 

“Apart from this, the persistent drop in 
commodity prices and the stagnation of trade 
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everywhere have caused the discomfiture of 
an exceptionally large number of business con- 
cerns in the last year, which was bound to 
be a source of loss to their bankers. 

“It was not expected that we could entirely 
escape the effects of this crisis, but I am glad 
to say that we were involved in only one 
suspension, the anticipated loss on which 
was adequately provided for before our profits 
were struck.” 


ProFit and loss account of the Internationale 
Bank te Amsterdam, Amsterdam, for the year 
1930 showed net profit of florins 1,403,281, 
including florins 105,646 brought forward 
from the previous account. The sum has 
been allocated as follows: 


To reserve 

To dividend of 6 per cent 

To dividend taxes 

To remunerations under article 
25 of the statutes 

To carry forward to next account 


flor. 200,000 
960,000: 
86,880 


36,787 
119,614 


The dividend of 6 per cent. was paid al- 
though the bank is only seven years old. 

As of December 31, 1930, statement of 
condition of the bank showed paid up capital 
of florins 16,000,000, reserve of florins 6, 
000,000 and total resources of florins 139, 
504,030. 


IN observance of the twenty-fifth anniversary 
of its founding, the Banco del Pichincha, 
Quito, Ecuador, has issued a booklet which 
contains an account of the founding of the 


institution and its growth. The bank was 
chartered on April 11, 1906. In addition to 
a history of the bank, the booklet contains 
several views of the bank building and photo- 
graphs of present and past officers and some 
of the men active in the organization of the 
institution. 


STATEMENT of condition of the Banco de la 
Republica, Bogota, Colombia, as of March 
31, 1931, showed paid up capital of 11,735, 
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800 gold pesos, reserves of 2,424,757 gold 
pesos and undivided profits of 278,699 gold 
pesos. Bank notes issued, outstanding, were 
listed at 23,336,408, deposits at 6,061,863, 
and total resources at 44,425,876 gold pesos. 


Net profit of the Industrial Bank of Japan, 
Ltd., Tokyo, for the half-year ended Decem- 
ber 31, 1930, amounted to 3,250,235 yen, 
including 1,160,434 yen brought forward 
from the last previous account. After setting 
aside 500,000 yen for the reserve and 1,170,- 
235 yen to be carried forward, a sum equal 
to 6 per cent. per annum was designated as 


dividends. 


THE first correspondence banking school in 
Mexico has been established by the Banco de 
Mexico, for employes of the branches outside 
of Mexico City. The courses, which are given 
by a staff of expert banking and commercial 
teachers, include such subjects as bookkeeping, 
mercantile accounting and political economy. 
The school is under the personal direction of 
Alberto Mascarenas, director general of the 
bank. 


THE annual report of the Istituto Italiano di 
Credito Marittimo, Rome, for the year 1930, 
gave comparative 1930 and 1929 figures, 
which showed that total resources of the bank 
is of December 31, 1930, were 1,766,751,036 
lire, while those of December 31, 1929, were 
lire 1,550,722,648. An increase in deposits 
was also reported, those for December 31, 


1930, being 933,995,389 lire as against 808,- 
644,458 for the same date in 1929 and 752,- 
249,998 for 1928. Canital was the same, 
150,000,000 lire for the two years, but the 
reserve was increased in 1930 from 8,491,302 
to 10,000,000 lire. 

Net earnings for 1930 were 6,033,030 lire. 
The entire amount was carried forward. 


Profit of the Union Bank of Scotland, 
Limited, Glasgow, for the year ended April 
2, 1931, after providing for rebate of inter- 
est and for all bad and doubtful debts, 
amounts to £354,667. To this has been added 
£135,053 brought forward from the last 
previous account, making a total of £489,721 
for distribution as follows: 


EG: WORE GIGS os 0.55.4665.555s oq es £25,000 
To heritable property yielding rent.. 25,000 
To rest account 50,000 
To dividend at the rate of 18 p 

cent. per annum, with income tax.216,000 
To pensions and allowances fund... 25,000 
To balance carried forward 148,721 


The bank’s paid up capital is £1,200,000, 
reserve £1,800,000, deposits as of April 2 
were £29,133,282 and resources £35,593,197. 


Prorit and loss account of the Yokohama 
Specie Bank, -Limited, Yokohama, for the 
half-year ended December 31, 1930, showed 
net profit for the period of 6,582,472 yen, 
after provision was made for bad and doubt- 
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COOK’S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 
NEW YORK 
587 Fifth Ave. 253 Broadway 
827 Madison Ave. 
in co-operation with 


WAGONS-LITS CO 


701 Fifth Avenue 


ful debts, rebate on bills, etc. To this has 


been added 6,353,666 yen brought forward 
from the last previous account, making a total 
of 12,936,138 yen, which has been allocated 
as follows: 


To reserve fund 
To dividend of 5 yen a share 
To carry forward 


Yen 1,500,000 
5,000,000 
6,436,138 


In the bank’s statement as of December 
31, 1930, capital is listed at 100,000,000 yen, 
reserve fund at 113,500,000 yen, deposits at 
349,316,876 - yen and total resources at 
1,253,644,093 yen. 


THE annual report of the Bohemian Discount 
Bank and Society of Credit, Prague, an- 
nounces a practically unchanged volume of 
business for 1930. Total resources, as well 
as deposits, show little change. Owing to 
lower interest rates, however, net profits for 
1930 amounted to Kc. 26,787,758 as com- 
pared with Kc. 36,847,745 for 1929. The 
dividend was reduced from 11 to 9 per cent. 
In its balance sheet of December 31, 1930, 
the bank showed capital of Kc. 250,000,000, 
reserves of Kc. 306,000,000, deposits of 
Ke. 1,239,906,927 and total resources of 
Ke. 4,406,999,695. 


AFTER deducting directors’ fees and current 
expenses from the gross profits and paying 
a dividend of 4 per cent., the National Bank 
of Egypt, Cairo, bad remaining £479,038 
from its operations in 1930. To this sum 
was added £228,480 brought forward from 
the last account, making a total of £707,519. 
From this, £50,000 has been allocated to a 
special reserve for contingencies, a dividend 
of 14 per cent. absorbed £420,000, and the 
remainder, £237,519, was carried forward. 

Balance sheet as of December 31, 1930, 
showed capital of £3,000,000, current ac- 
counts of £16,281,770 and total resources of 
£30,946,989. 


German Views on the Depression 


HE effects of the war, lack of bal- 
ance in capital movements and the 
disturbance of trade by protec- 
tionism and other forms of political in- 
terference, as well as the artificial 
monopolist maintenance of wage levels 
and the prices of commodities, are 
blamed for the present world depression 
in the annual report of the Darmstadter 
und Nationalbank, Berlin, for 1930, 
which was recently made public. 
“Post-war politics, which have de- 
veloped in the unhealthy atmosphere of 
the Treaty of Versailles,” says the re- 
view, “are an additional and permanent 
obstacle to the steady international de- 


velopment of trade and industry. The 
same is true, naturally, of the repara- 
tions payments, which mean a further 
loss of capital for the impoverished 
debtor nations, effectively increased by 
the rise in the value of gold, and a 
new stream of gold for the wealthy 
creditor ones. The unfavorable effects 
of this situation for international trade 
are increased by the fact that countries 
like France, which have a surplus of 
capital, are impelled for political rea- 
sons to attract gold reserves instead of 
exporting capital.” 

The report praised the co-operative 
efforts of the leading note-issuing banks 
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in the world, regardless of political 
differences and praised the fact that 
practical men are increasingly devoting 
their attention to false measures adopted 
for political reasons, and the additional 
fact that American and English bankers 
have given important indications of a 
way to overcome the crisis. 

“It is to be hoped,” the review says, 
“that this co-operation will gradually 
provide a basis for a more rational dis- 
tribution of capital throughout the 
world. Germany is deeply concerned 
in current international economic prob- 
lems and their solution, and must base 
its policy on the fact that it will be for 
many more years dependent on capital 
imports, which will only be available if 
guaranteed complete safety.” 

The report points out that early in 
1930 Germany seemed to enjoy a par- 
ticularly advantageous position. Dur- 
ing the second half of the year, political 
events completely changed the situation, 
and produced a state of spiritual de- 


pression. Pessimism became almost 
pathological and resulted in a panicky 
flight of capital. Spiritual and material 
distress led to the increasing adoption 
of the cheap and simple method of 
making the capitalistic system respon- 
sible for the crisis in Germany and in 
the whole world. Irresponsible dema- 
gogic radicalism thus obtained wide sup- 
port, and only the admirable sense of 
order and the unbroken will to live of 
the German people has saved it from 
the consequent dangers. 

In defense of the capitalistic system, 
the review relates the achievements of 
that system since the war. Neither in 
1929, it says, on the occasion of the 
Young Plan negotiations, nor during the 
heavy withdrawals of 1930, was the 
currency seriously endangered. Within 
the short space of five or six years Ger- 
many has begun and successfully carried 
out its political and economic reorgani- 
zation,’in the face of acute social dis- 
sensions and of dangerous and disturb- 
ing influences from both East and West. 
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Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ager, Fred N. Sheperd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12. Secretary, Richard W. 
Hill, 22 East 40th street, New York City. 


CoLorapo BANKERS ASSOCIATION, Estes 
Park, June 19-20. Secretary, L. F. Scarboro, 
Mountain States Banker, Denver. 


ConneEcTICUT BANKERS ASSOCIATION, New 
London, June 26-27. Secretary, Charles E. 
Hoyt, South Norwalk Trust Company, South 
Norwalk. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 3. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


District OF CoLUMBIA BANKERS AssO- 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National 
Bank, Washington, D. C. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September 14-17. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


IpAHO BANKERS ASSOCIATION, Boise, June 
8-9. Secretary, J. S. St. Clair, Boise City 
National Bank, Boise City. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11. Secretary, Forba Mc- 
Daniel, 310 Odd Fellows Building, Indian- 
apolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 


cago. 


Iowa BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 
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Maine BANKERS ASSOCIATION, Poland 
Spring, June 12-13. Secretary, E. S. Ken- 
nard, Rumford National Bank, Rumford. 


Maine Savincs BAaNKs_ ASSOCIATION, 
Rangeley Lake Hotel, September 9-10. 


MICHIGAN BANKERS ASSOCIATION, cruise 
on the S. S. Noronic from Detroit to Toronto, 
June 22-26. Secretary, Kenneth M. Burns, 
1713 Ford Building, Detroit. 


MINNESOTA BANKERS ASSOCIATION, Min- 
neapolis, June 9-11. Secretary, George 
Susens, 718 National Building, Minneapolis. 


MonTANA BANKERS ASSOCIATION, Yellow- 
stone Park, Wyo., July 26-28. Secretary- 
treasurer, G. M. Robertson, Helena. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


MortGaGE BANKERS ASSOCIATION, Dallas, 
Texas, October 27-29. Secretary-treasurer, 
Walter B. Kester, 111 West Washington 
Street, Chicago. 


New York State BANKERS ASSOCIATION, 
Saranac, June 22-24. Headquarters, Saranac 
Inn. Executive manager, Gordon Brown, 33 
Liberty street, New York City. 


New York State Savincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


NortH Dakota BANKERS ASSOCIATION, 
Fargo, June 18-19. Secretary, W. C. Mac- 
fadden, 52% Broadway, Fargo. 


Ono BANKERS ASSOCIATION, Toledo, June 
10-11. Secretary, David M. Auch, Hunting: 
ton Bank Building, Columbus. 


OKLAHOMA BANKERS ASSOCIATION, Okla- 
homa City, June 2-3. Secretary, Eugene P. 
Gum, 907 Colcord Building, Oklahoma City. 
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OrEGON BANKERS ASSOCIATION, Seaside, 
June 12-13. Secretary, T. P. Cramer, Jr., 
629 Lumbermen’s Building, Portland. 


Reserve City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. 


Savincs BANK ASSOCIATION OF Massa- 
CHUSETTS, Pittsfield, Mass., September 24-26, 
Headquarters, Hotel Wendell. Executive 
secretary, Dana Sylvester. 


SoutH Daxota BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


U. S. BurtpiInc AnD Loan Leacug, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


UtaH BANKERS ASSOCIATION, Salt Lake 
City, June 20-21. Secretary-treasurer, H. B. 
Crandall, First State Bank, Salina. 


VIRGINIA BANKERS ASSOCIATION, Old Point 
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Comfort, June 11-13. Secretary, C. W. Beer- 
bower, First National Exchange Bank, Roa- 
noke. 


WASHINGTON BANKERS ASSOCIATION, Se- 
attle, June 18-20. Headquarters, Olympic 
Hotel. Secretary, J. W. Brislawn, 810 Alaska 
Building, Seattle. 


WESTERN REGIONAL TRUST CONFERENCE, 
San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


West VirGINIA BANKERS ASSOCIATION, 
White Sulphur Springs, June 25-26. Secre- 
tary, J. S. Hill, Charleston. 


WIsconsIN BANKERS ASSOCIATION, Mil- 
waukee, June 18-20. Headquarters, Hotel 
Schroeder. Secretary, Wall G. Coapman, 717 
Caswell Block, Milwaukee. 


Wyominc BANKERS ASSOCIATION, Chey- 
enne, September 4-5. Secretary, Kathleen 


Snyder, Wyoming Trust Company, Casper. 


The main banking room of the New York! agency of the Canadian Bank of Com- 


merce, Toronto, in the City Bank Farmers Trust Building. 


Across the wall at the 


back of the room, constituting the full background of the office, is a mural paint- 


ing of a map of the Dominion of Canada. 


In the center is painted the seal of 


the Dominion, at the left is a medallion depicting MacKenzie’s first sight of the 
Pacific Ocean in 1793 and at the right is a medallion portraying Jacques Cartier’s 


arrival on the North American Continent in 1534. 


The lakes and rivers, prov- 


inces and leading cities of the Dominion are shown. 
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The new Stone & Webster Building, at 90 Broad street, New York City. 





Stone G& Webster Companies in 
New Building 


ing, the height of which can be 

doubled without in any way dis- 
turbing its occupants, has been erected 
at 90 Broad street, New York, by the 
Stone & Webster Building, Inc., to house 
the various organizations affliated with 
Stone & Webster, Incorporated, of New 
York. 

In its architecture the building ex: 
presses conservatism and stability. It is 
entirely of stone on all four sides and 
has none of the earmarks of current 
architectural fashion. Aside from a 
rectilinear treatment of the large wall 
surfaces, the only embellishments are a 
simple coping in the form of a cornice at 
the first set-back and some subdued cor- 
ner decorations at the several set-backs. 

The architectural style of the build- 
ing in the main represents a solution of 


ee build- 


ofice building problems, partaking of 


the classic in design. Ornamentation, 
which is sparingly used, occurs mainly 
at the set-backs and at the roof line of 
the building, in the bronze work at the 
large windows and door openings, and 
in the main lobby of the building. 

The highest type of materials has been 
used throughout, and every feature has 
been studied with a view to its dur- 
ability and service. A particularly at- 
tractive feature of the building is that it 
will have permanent light on all four 
sides, through facing on three streets 
and controlling the property to the west. 

In addition to the present company, 
the building will house Stone & Webster 
and Blodget, Inc., the unit of the or- 
ganization engaged in a broad financing, 
investment and security business; Engi- 
neers Public Service Co., Inc., which 
controls an important group of utilities 


supplying service to territories scattered 
from the Atlantic to the Pacific seaboards; 
the Stone & Webster Engineering Cor- 
poration, which engages in engineering 
and construction activities; A. L. Hart- 
ridge Company, Incorporated, the build- 
ers of this building, carrying on con- 
struction activities in metropolitan 
areas; and the Stone and Webster Ser- 
vice Corporation, which supplies super- 
visory service principally in the public 
utility field. 

Stone & Webster and affliated com- 
panies ocupy over one-third of the build- 
ing, and a large part of the remainder 
has been leased. An office of the Cen: 
tral Hanover Bank & Trust Company 
occupies half the ground floor with vaults 
in the sub-basement. 

The site of Stone & Webster’s new 
building and the immediate vicinity have 
great historical interest. Early in the 
Seventeenth Century, what is now Broad 
street at this point, was a canal leading 
from the East River. It was along the 
banks of this canal that the first ship 
built in America was constructed in 
1614. The canal was filled in in 1676 
and today, 255 years later, subway 
trains are about to start operating where 
the old canal was. In those days a brew- 
ery was conducted by the West India 
Company on Stone street and on that 
same street in 1642 the first school in 
New York was built. Stone street gets 
its name from the fact that it was the 
first thoroughfare in Manhattan to be 
paved with stone. An interesting bit of 
history illustrating the rise in value o 
real estate in downtown Manhattan i 
contained in the fact that the first pri- 
vate deed on record conveyed property 
on Bridge street for $9.50 in 1643. ~ 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 


Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Co. 


Factory— Hamilton, Ohio 


New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 
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Clearing-House for Ideas 


By W. B. MACHADO 


the fundamental weaknesses of our 

independent system of banking has 
been the element of extreme individual- 
ism which has prevented the common 
possession and use of the somewhat 
scattered and diffused, yet priceless, in- 
dividual experience and knowledge of 
successful bankers throughout the coun- 
try. Unfortunately, it has been rather 
characteristic of many bankers in past 
years to prefer to purchase new ex- 
perience and banking knowledge at 
great cost and loss, notwithstanding 
the fact that for years there has ex- 
isted in all fields and departments of 
banking, experience and knowledge of 
incomparable value which simply lacked 
the existence of community banking 
reservoirs, or clearing-houses, if you 
please, from which this experience and 
knowledge might be drawn for the use, 
guidance and protection of all. 

The banker today who insists on go- 
ing it alone and setting up his own 
peculiar banking idiosyncrasies, regard- 
less of the developing code of banking 
procedure, is certainly standing in his 
own light. 

Clearing-house associations, undoubt- 
edly, constitute the chief line of defense 
against bad banking practices. More- 
over, they are the principal factor in 
bringing about reformation in banking 
regulations, improvement in banking 
methods and securing the observance of 
sound banking principles and profitable 
practices. 

For many years the primary purpose 
of a clearing-house association was the 
clearance of checks, but today it is the 
clearance of banking ideas and the so- 
lution of banking problems. Clearing- 
house associations, both of the city and 
regional type, supply the local machin- 
ery essential for setting up and putting 


[: is generally recognized that one of 


address before the 


Association. 


Extract from an 
Louisiana Bankers 


into practice, necessary standards and 
uniformities. 

Clearing-house work by its very 
nature always serves to foster and build 
up a new spirit of mutual respect, con- 
fidence and co-operation, thus eliminat- 
ing much of the petty rivalry that is 
responsible for many of our banking 
ills. A clearing-house in every city, 
county or district, is an absolute neces- 
sity as a regulatory instrument by 
which bad or unprofitable practices may 


W. B. MacHapo 
Vice-president and cashier Hibernia 
Bank and Trust Company, New 
Orleans, and president of the Louis- 

iana Bankers Association. 


be discountenanced and sound, profit- 
able ones encouraged. 

The clearing-house today represents 
efficiency, safety and power—it has be- 
come a constructive force in American 
banking. Its value is no longer a matter 
of debate, the results speak eloquently 


for themselves. The clearing-house is a 
solvent of many banking problems. 
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Two unusual factory views of all the vault entrances of the new Irving Trust Company 

Building, at 1 Wall street, New York City, ready for final assembly, in the plant of 

the York Safe and Lock Company, York, Pa. The installation included six thirty-inch 
vault doors. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JUNE, 1931 


THE FIRST OF TAMPA SPEAKS UP 


Opens on Public Skepticism in Outspoken Campaign 


By Harry GALE McNoMEE 
Assistant Vice-President Edwin Bird Wilson, Inc. 


HE average citizen has 
"Teco a skeptic of the 

worst sort concerning 
banks in all sections, and in 
a way it is not surprising to 
see such a situation existing. 
In these days of uncertainty 
over economic recovery, 
“wise cracks” about bank 
runs or failures occupy a 
prominent place in the the- 
atrical world, and the comic 
magazines seemingly think 
such space-fillers are excel- 
lent ways to increase cir- 
culation. 

What the country has suf- 
fered is merely the result of 
a process of deflation fol- 
lowing one of the greatest 
booms in history, and eco- 


flation process that follows. 
That is exactly the case with 
the First National Bank of 
Tampa. Naturally the bank 
felt the effects of popular 
derision about all banks in 
general, in spite of the fact 
that its statement shows a 
degree of liquidity which is 
remarkable for any institu- 


tion at any time. Those 
who would take the trouble 
to study it would appreciate 
the bank’s strong position. 
But who of the rank and 
file will take the trouble to 
study a statement? And if 
they did, who would under- 
stand it? 

Many banks, like the First 
National Bank of Tampa, 
have pursued a careful 
policy in all their undertak- 
ings, consistently and _per- 
sistently through boom times 


This Business of 


Making Loans . . - : 


Every banking institution wants to make loans. That 0 voy tmpertne por 


of its business. But, frankly, 


@ bank can not make loans 


must cuthilly tovendgate ext, oslahintah'Gab Gasbaes wae te 


lowing questions: 


Is that loan safeguarded by proper security in order 
that it always will be worth 100 cents on the dollar? 


2 Will that loan be repaid on maturity or will it be sub- 


stantially reduced on renewal? 


3 Con the bank obtain the funds in case its depositors 


want their money ? 


As a depositor you expect to have your money when you want it; you are 
entitled to ut; it's yours. The bank has no choice in the matter; therefore, 
ita credit officers must be guided by the answers to the foregoing questions. 
This is no new policy. It is as old as banking practice itself and is « funda- 
mental principle of sound banking. For 48 years The First National Bank of 
Temps has given each and every application for a loan the same careful 
scrutiny, always bearing in mind the welfare of its depositors and its duty to 
them. Every loan is judged strictly on its merits im accordance with the best 
banking practice. We can not, and will not, do differently. 


The 
First National Sank. 


Of ——— 


nomic sprees leave their 
headaches. Banks. like all 
other institutions, feel the 
effects of them. And the 
poorly managed or misman- 
aged banks, the backers of 
teal estate, stock, or other 
speculation, just naturally 
toppled under the strain. 
But there are banks—and 
banks. An institution which 
could keep its head clear 
and its feet on the ground, 
80 to speak, during a wild 
boom and a country-wide 
inflation might be expected 
to do likewise in the de- 


FRANKLIN and MADISON STREETS 


As a means of counteracting popular prejudice against 

banks, this Florida institution published the advertise- 

ment reproduced above, giving a direct and outspoken 

statement of its policies. This advertisement is one of 
a series, copy of all of which is in a similar vein. 
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and bad times. But what 
of it? The general public’s 
psychology has been def- 
initely prejudiced. And 
there are many who feel 
that a bank should shell out 
its money and not be fussy 
about it. Loans are to be 
given freely and without 
much regard to anything 
else, apparently. 

Under ordinary circum- 
stances bank advertising is 
dignified and polite in tone. 
But what about a situation 
where the public has become 
skeptical, “hard-boiled,” and 
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cynical in the face of a 
series of failures? What are 
the good, old substantial 
banks to do then? 

The First National Bank 
of Tampa believes it has 
found the answer. It is now 
running a series of adver- 
tisements which are out- 
standing examples of frank- 
ness and directness, in set- 
ting forth its policies. 

Confident that if the 
people actually knew its 
position they would ap- 
preciate it, the bank decided 
upon a bold stroke in its 





There is assurance 


E have been enjoying 

our banking relations 
with The Northern Trust 
Company for about twenty 
vears. The fact thae I knew 
1 could get your backing 
when needed, contributed 
much co the success and 
growth of this company 


in banking this man-to-man way 


an relationship between a 
od his banker has always 


jorthern Ti 


the reason this bank has kept its 
its executives 


on compact, and 


them 


Perhaps this personal attitude is largely 
responsible for the coatinuing enlargement of 
the discriminating group who regard The 


Northern as thew bank 


Members of this group find personal bank- 

only pleasant but 

resuleful. It accomplishes things quietly, 
i 


ing as practiced -here not 


carefully, without delay 


The Northern Trust Company solicits the 
business of people who value this ty 
man-to-man banking At its home in the heart 


of the financia! district, northwest corner « 


of 

seemed La Salle an Monsoe Streets, an officer will 
rust Company one of the 

n stones of good banking practice 


be glad ro .onfer with you 


‘THE DIRECTORS OF 
‘THE NORTHERN TRUST COMPANY 
ARE: 

A. WATSON ARMOUR 

Derntee Ameer OC mmpony 
sewn L AVERY 

Presades US Cypram Company 
ALBERT B DICK. ja 

View Prevedvat, AB Duck Company 
De FOREST HULBURD 

Presadeat, Elgin Nareonal Wank Co 
JOUN T. PrmiE 

Coren, Pin, Scatt & Company 
EDWARD L RYERSON. Jn 

President, Josep T Rycrsen & Sen, bec 
MARTIN A RYERSON 
WALTER BYRON SMITH 
JOUN STUART 

Prrsndeat. The Quater Qu: Company 

EZRA). WARNER 

Presadeat, Sprague, Warner F Compory 
ot SOLOMON A. SMITH 
Presedent, The Narthere Ure Company 


THE NORTHERN TRUST COMPANY 
More than 40 years in the service of Chicago 


Emphasis on the personal equation in banking rela- 
tions is persuasively placed in this well designed ad- 
vertisement of a Chicago bank. 


advertising. It could not be 
critical; ordinary advertising 
would not do; old-line argu. 
ments like strength, size, 
personal consideration, were 
wholly insufficient. 

So advertisements were 
prepared which frankly and 
unqualifiedly stated the 
bank’s position. Reproduced 
herewith is an example of 
the forty-inch advertisements 
run in all local media used 
by the bank. Considerable 
change in the attitude of the 
people has already been no- 
ticed. They are being made 
to realize that the bank will 
do everything it possibly 
can to serve its customers, 
but only within the practices 
of sound banking—and that 
is absolutely final. 

When one stops to think 
of it, why should not a 
sound bank tell its story in 
a courageous way? Why 
should any bank be afraid 
of saying what is carried out 
in actual, every-day practice? 
This was the _ reasoning 
which prompted the writing 
of these advertisements. Men 
in all walks of life have 
read them, commented on 
them, and the prevailing 
opinion has been, “Well, 
they are true and we 
know it.” 

The advertising of the 
First National Bank of 
Tampa is no more than 4 
correct statement of a forty’ 
eight-year-old practice, al 
though the method of bring 
ing it to the attention of the 
people is distinctly out 0 
the ordinary. 





Aword about The WACHOVIA 


 D DB “Any modern besmen of sine 00 comples 
that 4 offers numerous danger points which have to be 
closely watched Rew materels — menelectere — menage. 
ment —distrdovton — banking and cred — 6 breakdown 
et any 0! these pounts hate the whole procernon 
“The company or individual thet establishes « benking 
connection with the Waechovia and maintains # ono 
vembectery bans chmuneter enarety sbowt Banking end 
credo cooperebon — one of the most vital of these prob 
lems, and has the benelit of Wachovia's advice and 
counsel all along the fine.” 
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A word about The WACHOVIA from 


CHARLES A. CANNON 


Sere Chetome Branch 
Vetere! Reve ve Banu of Richmond 


“Alter four years’ intimate con- 
tect with the Wachovie in its 
capacity as Co-trustee under my 
father's will, | unqualiiedly en- 
dorse its methods and personnel 
and recommend it for handling 
an estate of any size whatever.” 
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A word sbout The WACHOVIA 


© “Like many other exitqmers, my Family's 
fest connection with the Wachosie starved « genere- 
thon beck. Continved through extate and wust relation 
ships to the prevent generation, Ht hes become » 
Semily waditon — and on eminently setishectory one!” 


ME eee 
WACHOVIA 


BANK AND TRUST COMPANY 
ASHEVELE = 
(HGH POINT WRGTON-SALEM 


Captal end Senin $4 $08 900 


RALEIGH 
SALISBUR 


Three examples of the testimonial advertising being done by the Wachovia Bank and Trust 


Company of North Carolina. 


THE WACHOVIA TRIES THE TESTIMONIAL 


tising has been success- 
fully used—and mis- 
ued—in general advertising 
for some years, but it is olny 


Pagioin adver- 


recently that banks have in- 


corporated the testimonial 
into their copy and then it 
has been, very often, either 
for a single advertisement or 
for a series of testimonials 
by depositors mentioned only 
by their passbook numbers, 
and not by name. Financial 
advertising men will, then, 
be unusually interested in a 
campaign of this type which 
was begun in April by the 
Wachovia Bank and Trust 
Company of North Carolina. 

This bank has offices in 
fve cities scattered through- 
cut the state—in Winston- 
Salem, Asheville, High Point, 
Raleigh and Salisbury. In 
selecting the media for this 
campaign, eight of the lead- 
ing newspapers of the state 
were chosen, to give the ad- 
Vertisiny distribution in all 


of the communities where 
the bank has offices. The 
advertisements were run in 
these newspapers, in quarter- 
page size, weekly. 

The campaign has two 
outstanding features: the 
prominence of the men 
whose statements are used, 
and the sincerity of their 
statements. 

The series opened with a 
statement from one of New 
York’s prominent bankers. 
This advertisement was fol- 
lowed by one containing a 
statement by a ‘well known 
Carolina textile manufac- 
turer, and then by outstand- 
ing business and professional 
men from different sections 
of the state. The three re- 
produced here—with state- 
ments from the president of 
the world’s largest manufac- 
turers of cedar chests, the 
president of the world’s 
largest manufacturers of 
towels, and the president of 
a well known cotton mills 


company—are representative 
of the type of testimonials 
used. The prominence of 
the men is such as to pre- 
clude any thought in the 
public mind that the testi- 
mony was purchased or was 
influenced by any desire for 
personal publicity. | Men 
were also selected who were 
known throughout the state, 
so that the advertisements 
could be used for the entire 
system of Wachovia banks. 

The sincerity of the state- 
ments is well brought out 
by the first-hand opinions 
given in them. Each refers 
to actual experience in deal- 
ing with the bank, this ex- 
perience in most of the cases 
being spread over a period 
of years. For instance, the 
statement of W. E. Holt, 
president of the Wennonah 
Cotton Mills Company, of 
Lexington, N. C., says: 
“Like many other customers, 
my family’s first connection 




















PROGRESSIVE BANKING 
POLICIES 


THE COMMERCIAL NATIONAL BANK 
AND TRUST COMPANY OF NEW YORK 


FIFTY-SIX WALL STREET 


Capital, Surplus and Undivided Profits in Excess of $17,000,000 


MEMBER. NEW YORK CLEARING HOUSE ASSOCIATION - FEDERAL RESERVE SYSTEM 











A good example of what discrimination in choice of 
type together with appropriate layout can do to make 
the card style of advertising inviting to the eye. 


with the Wachovia started 
a generation back. Con- 
tinued through estate and 
trust relationships to the 
present generation, it has be- 
come a family tradition— 
and an eminently satisfac- 
tory one!” 

Care has been taken to 
use testimonials covering the 
experience of customers with 
all the various bank depart- 
ménts, as well as with the 
institution as a whole. 

The advertisements are all 
similar in layout, with only 
enough change to keep them 
from becoming monotonous. 
The three reproduced in 
these columns show this ex- 
cellently. Each begins with 
the phrase, “A Word about 
The Wachovia from,” and 
then gives the man’s name, 
with his photograph, if pos- 
sible. Below this is his 
statement, quoted, with a 
facsimile of his signature be- 


neath it. Then follows the 
name of the bank and the 
cities in which it operates. 

Thousands of reprints of 
the advertisements are being 
used by the bank for mail- 
ing to various lists of cus- 
tomers and prospects. They 
are well printed on good 
quality paper and carry a 
statement at the top read- 
ing, “The following Wach- 
ovia advertisement, which is 
appearing in current news- 
papers, may be of interest 
to you.” 

As to results obtained 
from this campaign, W. H. 
Neal, manager of public re- 
lations for the bank, says: 

“Of course it is impossible 
to measure the actual results 
from any series of news- 
paper advertisements, es 
pecially where no coupon is 
attached or where readers 
are not requested to write 
for a booklet, or for addi- 
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tional information. How- 
ever, we have been careful 
to listen for comments re- 
garding these new advertise. 
ments and our representa 
tives in the field have been 
instructed to inquire as to 
what the people whom they 
call on think of this series, 
In all cases we have asked 
for a frank opinion. With- 
out exception the response 
has been favorable, and 
throughout the state a num 
ber of our friends and cus: 
tomers have spoken to vari- 
ous officers and employes 
about the advertisements and 
expressed their interest in 
the series. At each of our 
seven offices a_ photostatic 
enlargement of each adver 
tisement is displayed in an 
attractive frame and placed 
in the lobby, and certain 
ones are designated at each 
office to note the number of 
people who stop to read the 
copies. Reports indicate that 
twice as many people stop 
to read these advertisements 
as compared with anything 
that we have displayed yet. 

“In all cases we use the 
name of a man or woman 
that is well known through: 
out the state, and the photo- 
graph or signature of these 
well known people is sufh- 
cient to attract and_ hold 
public interest. 

“I am frank to say that 
when the subject of testi 
monial advertising was first 
discussed some of our offv 
cials were opposed to it— 
now that the series has been 
running for six weeks of 
more I can say that every one 
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of our officers is enthusiastic 
about the series, and a num- 
ber of our directors have ex- 
pressed their hearty approval 
of the plan. This change of 
opinion on the part of some 
J am sure has been largely 
due to the favorable com- 
ment which the advertise- 
ments have produced. Thus 
only in this indirect way can 
we measure the value of 
testimonial advertising as yet. 

“Just how long we will 
continue the series has not 
yet been determined, but we 
have in our files now sufh- 
cient statements of a suitable 
nature to continue the series 
for several months. 

“One feature of the plan 
which we consider most im- 
portant is the reproduction 
of the advertisements in as 
many different forms as pos- 
sible. In addition to the 
lobby displays mentioned 
above we mail out thousands 
of reprints of each adver- 
tiement, and we reproduce 
a number of them in our 
monthly house-organ, The 
Wachovia. Each repetition 
thus gives added value to 
the testimonials.” 


HOW BANKS ARE 
ADVERTISING 


THE Chase National Bank of 
New York has issued “Travel- 
ing Abroad,” a 16-page book- 
let — 4” 9” — outlining in 
comprehensive fashion the 
world-wide travel facilities of 
the bank and its affiliates. In 
the back of the booklet is a 
foreign directory of the bank’s 
offices and affiliations. In- 
closed in the booklet are speci- 
men iorms of the  bank’s 
travelers’ letters of credit. 
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Another recent publication of 
the Chase National Bank is a 
two-color folder, “Have Your 
Estate Analyzed.” This folder 
is descriptive of the bank’s 
booklet entitled “A Service of 
Estate Analysis,” for which in- 
quiry is invited. 


Don Knowlton, publicity man- 
ager of the Union Trust Com- 
pany of Cleveland, says, regard- 
ing the advertisement of his 
bank reproduced on page 822: 

“As the copy is an unusu- 
ally strong argument for insur- 
ance, especially at this time, 
insurance salesmen _— wanted 
copies of it to incorporate in 
their sales portfolios. It is 
obvious, however, that the sell- 
ing idea contained in the copy 
also necessarily involves the 
selling of a trust plan as well 
as an insurance plan—hence the 
use of the advertisement by in- 
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surance salesman will prove good 
merchandising for the bank as 
well.” 


“THe Growth of the Trust 
Business in New Jersey and 
Nationally,” is the title of a 
16-page booklet—9” x 12”— 
published by the Fidelity Union 
Trust Company of Newark. 
The text of the booklet, by 
Edward A. Pruden, vice-presi- 
dent and trust officer of the 
bank (with a foreword by Uzal 
McCarter, president), presents 
an interesting picture of the 
growth and development of the 
corporate trust business for the 
last half century both within 
the bank’s own state and na- 
tionally. The layout and typog- 
raphy are commendable. 


Tue “Go-Getters,” employes of 
the Union Trust Company of 
Cleveland who through their 


SOUND BANKING 
IN THE SOUTH 


SINCE 


1865 


Cr FIRST 


NATIONAL BANK Sf AMllanta 


RESOURCES MORE THAN ONE HUNDRED MILLION DOLLARS 


Invested Capital, Surplus and Undivided Profits, $12,000,000 


TRUST COMPANY OF GEORGIA 
OLDEST TRUST COMPANY IN GEORGIA 
Invested Capital and Surplus, $5,000,000 


THE FIRST NATIONAL COMPANY 


Sound Inwestment Securities 


ATLANTA SAVINGS BANK 


Mortgage Loans on Real Estate 





Another good example of the manner in which good 
typography and layout can serve to attract favorable 
attention to the card advertisement. 





own efforts outside of banking 
hours secure new business (sav- 
ings, commercial or safe de- 
posit) for the bank, are at 
present engaged in a drive for 
safe deposit rentals. This drive 
has for its goal the rental of 
1500 new safe deposit boxes 
by July 1. A recent issue of 
the Teller, employe house organ 
of the bank, suggests to the 
“Go-Getters” the following ap- 
proach in the solicitation of 
prospects for safe deposit box 
rentals. 

Says the Teller: ““What are 
you selling when you sell a 
safe deposit box? Just a little 


THE BANKERS MAGAZINE 


about that safe deposit box 
itself. What you really are 
selling are the things which 
come from proper protection. 
You are selling freedom from 
worry. You are selling peace 
of mind. 

“Remember that, when you 
start to sell safe deposit boxes. 
The fact that a safe deposit 
box is inside a big, strong safe, 
fireproof and burglar proof, 
doesn’t mean anything to your 
prospect unless you tie that 
fact up with the prospect's own 
personal life in such a way 


that it will seem important to 
him.” 


How about 
the youngest? 


As the older brothers and 


tin box, stuffed away in a com- 
partment of our safe?  Inci- 
dentally, yes, but only inci- 
dentally. You are selling so 
much more than that that it is 
hardly worth while _ talking 


As a timely example of one 
important advantage of leaving 
an estate in trust, the Bank of 
Pittsburgh, in a current trust 
advertisement, draws a note of 


IN JULY. 1929, 
Harvey thought he had $400.000— 


EN the stock market broke. 2. Tuxmed over to the bank his remaining 
In January, 1931, he was worth securities, creating a Living Trust. Reia- 
. h 2 dale. vestments were made subject to his 
ninety thousan: approval, and a maximum yield com- 
In 1929, he had assured his wife that __ mensurate with safety was secured. 
she would never have to worry about * 2 je used this yield to buy additional 
money,and had promised his daughter 
@ $75,000 share in his estate upon 
his death. 
But now —what could be done? 
Harvey still had his position, and 
one hundred thousand dollars worth estate, specifying the $75,000 bequest 
of life insurance. This is what hedid— he had promised his daughter, and pro- 
1. Cut his living expenses to fit his income. _ viding for a regular income for his wife. 


Might not this way out also apply to you? 


The UNION TRUST of CLEVELAND 


His estate then showed — 


He named the bank trustee of the whole 


Here’s an advertisement that got action. Proofs of this 
ad were sent to Cleveland life underwriters with a note 
telling them that they could secure as many copies of 
the advertisement as they wished. As a result the bank 
received requests for more than seven thousand proofs. 


sisters grow up, their re- 
quirements become increas- 
ingly expensive. They like 
to keep up with school and 
college friends. Clothes and 
the like seem very im- 
portant... 


Unless a wise, firm hand 
guides the family finances, 
the future cade of the 


gest child are apt to 
S coma’ in the ur- 


gency of present demands. 


Thus, if several children 
must be cared for, a Life 
Insurance Trust becomes 
especially advisable. 

A Lire INSURANCE Trust 
provides with certainty for 
all a man's dependents. In- 
come for bis wife. Funds 
for the education of each 
child. Money for emergen- 
cies. Best of all, it protects | 
his dependents against 
their own lack of business 
experience. Write for the 
booklet, “Carrying on the 
Family Income.” 


Wells FargoBank 
Union Trust Co. 


Market at Montgomery 


Market at Grant Ave. 
SAN FRANCISCO 


Established 1832 7 


Human interest trust 
copy of a San Fran- 
cisco bank, run 
single column in 
local newspapers and 
supported by appro- 
priate art work. 


warning from the will of the 
late Nicholas Longworth. “Mr. 
Longworth,” says the bank, 
“left his entire estate, estimated 
to exceed $16,000,000, to his 
wife. The Federal estate tax 
alone will approximate $2,500, 
000. The same estate will be 
taxed again upon Mrs. Long’ 
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worth’s death if she sur- 
vives him by five or more years 
_.. this is unnecessary. Had 
Mr. Longworth left his estate in 
trust, there would be no second 
tax, and the net saving to his 
family would amount to about 
$2,000,000. 

“The experience of our trust 
oficers in the analysis and 
planning of estates,” continues 
the advertisement, ‘would un- 
doubtedly be helpful to you, 
whether your estate be large or 
small. You are cordially in- 
vited to call upon them at your 
convenience. They will be glad 
to assist you in minimizing the 
shrinkage of your estate and 
aid you in any other of your 
problems of a fiduciary nature.” 


“WANTED: A Watchman. 
Salary: $5.00 a Year,” reads 
the headline of a safe deposit 
advertisement of the Hibernia 
Bank and Trust Company of 
New Orleans. The text says: 

“Assuming you could hire a 
night-and-day watchman for 
$5.00 a year you could not 
expect the untiring vigilance 
and constant protection that 
our vault affords. 

“The walls are two feet 
thick, built of reinforced con- 
crete and battleship steel armor 
housing; crisscrossed with a 
network of burglar alarm wires, 
and securely locked by a 
96,000 pound — steel door 
equipped with four time locks. 
Surely no watchman—nor even 
a half dozen of them—could 
give you this type of protec- 
tion, nor the service that goes 
with it; especially at the small 
cost of $5.00 a year.” 


THE current newspaper cam- 
paign of the Bankers Trust 
Company, New York, in local 
Papers is of particular interest 
on a number of counts (note 
the advertisement of this bank 
reproduced on this page). In 
the first place these ads have 
achieved the qualities of atten- 
on-getting and distinctiveness 
without departure from simplic- 
ity of style in either layout or 
typography. And no illustra- 
tion (other than small emblem) 
is used. Copy appearing so far 
has confined itself to a dis- 
cussion of trust service or com- 
mercial banking—each separate 


THE PLEASURE OF BEING 
ABLE TO STOP WONDERING 


Many a business man, coming to his bank with 
new problem, has wondered: “Does this banker 
understand? Does he know my business chor- 
oughly enough to discuss it sympathetically and 
advise me intelligently? 

This is not surprising. Every man has problems 
peculiar to his own business —conditions which 
must be sensed and understood before a banker 
can exercise judgment which can be relied upon 
in a crisis 


BANKERS 
TRUST 
COMPANY 


| SSS NEW YORK SS) 
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Strength in simplicity. Direct and convincing copy pre- 


No bank officer has a short cut 10 this helpful 
grasp of a business. Nor is he likely to acquire it 


if his days are crowded to a point where work 


becomes rourine—if his thinking is spread over 


f00 many accounts. 


That is why Bankers Trust Company gives its 


officers ample opportunity to study cach business 
carefully, t0 understand its problems thoroughly 
So thoroughly that the client has the pleasure of 
being able tc stop wondering 
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sented in a strikingly pleasing frame and with no other 
illustration than a small emblem. 


advertisement restricting its at- 
tention to one subject only. 
The copy itself, concise and to 
the point, carries a quality of 
conviction without appearing to 
strain for it. 


“Your financial welfare isn’t all 
a matter of saving,” says a 
recent advertisement of the 
Cleveland Trust Company, em- 
phasizing the value of a per- 
sonal checking account and 
headed: “Checks Can Help 
Your Progress.’ The bank 
continues: “Spending, too, 
plays a part in helping you get 
ahead, but it must be intelli- 
gent spending! Unwise spend 
ing means that your wealth will 
never get beyond the dream 
stage. 

“To build an estate that will 
benefit you and your family, 
regular saving must go hand in 
hand with orderly spending. 
That part of your income which 
is to be spent plus a comfort- 
able balance should go in a 
Cleveland Trust checking ac- 
count. 


“Start now with at least a 
hundred dollars to open an ac- 
count. If you maintain a good 
balance there is no charge for 
the service; with small balances, 
a modest charge is made. Be 
business-like in your household 
expenses and pay by Cleveland 
Trust check. Checks on this 
strong bank add to your pres’ 
tige in the business world and 
when cashed are virtually your 
best ‘receipts for payment.’ 

“Business methods in paying 
your obligations and the care 
in spending which a checking 
account prompts, will heip you 
reach your goal.” 


“Gornc Abroad?” is the ques’ 
tion title of an ingenious, two- 
color envelope stuffer published 
by Lee, Higginson & Co., and 
reproducing in miniature a 
specimen Lee, Higginson & Co. 
World Letter of Credit, outlin- 
ing briefly some of its advan- 
tages to the traveler abroad. 


“THERE'S a certain amount of 
common sense in it,” is the 





Worn its Head Office in Montreal, the metropolis 
of the Dominion; over 660 Branches in Canada and 
Newfoundland; offices in New York, Chicago, Sen 
Francisco, London and Paris; seven offices in Mexico; 
owning an interest in Barclays Bank (Dominion, Colo- 
nial & Overseas) in the West Indies; and with corre- 
spondent banks in all important centres abroad—the 
Bank of Montreal is truly an international bank. 


It seeks correspondence and consultation at any 


of its offices 


offices in regard to foreign financial 


matters or transactions. 


BANK OF MONTREAL 


Established 1817 
TOTAL ASSETS IN EXCESS OF $200,000,000 
HEAD OFFICE: MONTREAL 
NEW YORK AGENCY: 64 Wall Sereet 


Illustration and copy are well in keeping with the idea 
which this bank seeks to convey in the above repro- 
duced advertisement. 


headline of an advertisement of 
the Northern Trust Company, 
Chicago, stressing the impor- 
tance of the human element in 
banking relationships. “After 
all,” says the copy of this ad, 
“business men and bankers are 
just human beings. And _ the 
idea of ‘personal’ banking is 
simply to organize the bank so 
its people can act that way. 

“It sounds extraordinarily 
easy. But no banker can do it 
unless the road is cleared of 
detail. 

“Building up the pleasant 
contacts that make banking 
really resultful is a matter of 
being free to see people when 
they want to see you. 

“It's a matter of arranging 
things so that the people do 
not have to wait—so that they 
find everywhere in the bank the 
kind of service a man does for 


another man who is his friend. 

“You feel some of these 
things on your first visit to the 
bank. They become increasingly 
evident on lasting acquaintance. 
Men and women who find 
them Worth while, are invited 
to bring their commercial and 
personal checking accounts to 
this bank.” 


“How about the youngest?” 
asks a current trust advertise- 
ment of the Wells Fargo Bank 
Union Trust Company of San 
Francisco, run in local news 
paper single column by 10 
inches. “As the brothers and 
sisters grow up,” continues the 
text, “their requirements become 
increasingly expensive. They 
like to keep up with school 
and college friends. Clothes 
and the like seem very im- 
portant. ... 
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“Unless a wise, firm hand 
guides the family finances, the 
future needs of the youngest 
child are apt to be overlooked 
in our urgency of present de: 
mands. 

“Thus, if several children 
must be cared for, a Life In- 
surance Trust becomes especially 
advisable. 

“A Life Insurance Trust 
provides with certainty for all 
a man’s dependents. Income 
for his wife. Funds for the 
education of each child. Money 
for emergencies. Best of all, it 
protects his dependents against 
their own lack of business ex: 
perience. Write for the book- 
let, ‘Carrying on the Family 
Income.’ ” 


NEWS 


Ernest T. CuNNINGHAM, of 
Halsey, Stuart & Co., has been 
elected president of the Chi 
cago Financial Advertisers, 
which organization has recently 
begun its sixth year of activity. 


WILLiAM M. SHERRILL, adver: 
tising manager First National 
Company, investment division 
of the First National Bank in 
St. Louis, has been elected to 
the board of governors of the 
St. Louis Advertising Club. 


THE New Jersey group of the 


Financial Advertisers Associa’ 
tion held its first meeting in 
Newark, N. J., on May 8 for 
the purpose of organizing a 
local chapter of the association. 

Eight members of the associa’ 
tion, representing banks from 
eight New Jersey cities, at 
tended. Miss Mary K. Hoyt. 
of the Montclair Trust Com 
pany, was elected secretary. No 
other officers were elected since 
it was decided to operate an 
informal type of organization. 

The plan is to hold a series 
of round-table discussions on 
the problems which confront 
financial advertisers. Meetings 
will be held in different New 
Jersey cities at intervals 
throughout the year. The next 
one is to be held in September 
just prior to the Financial Ad 
vertisers Association convention 
which is to take place in Boston 
on September 12. 














My Ideal Banker 


By ErHet R. Morris 
Of the Seacoast Trust Company, Asbury Park, N. J. 


What qualities should the “ideal banker” possess? This is the 
question which William H. Kniffin, Jr., vice-president of the Bank 
of Rockville Centre Trust Company, Rockville Centre, N. Y., put 
to his class in banking at the Monmouth (N. J.) Chapter of the 
A. I. B. Each member of the class wrote a short thumbnail sketch 
outlining his or her ideas of what a banker should be. Mr. Kniffin 
consented to allow the best of these to be published in THE 
BANKERS MAGAZINE. This is the last of the series. 


Y IDEAL banker is a woman, and 
vice-president of a certain bank 
which the writer has in mind. 


She is self-made, having worked 
herself up from the position of general book- 
keeper to manager of a woman’s department, and 
then to assistant cashier. At this point, the bank 
with which she was connected was converted into 
a trust company, and she was then made assistant 
secretary-treasurer. Following this office, she was 
made vice-president, being one of the very few 
women in America to be so elevated. 


Upon entering the bank, one will see her at 
her desk with a genial smile and a kindly gleam in 
her eyes, a refuge for the woman who has little 
knowledge of banking and its routine, and who 
dreads having any dealings therein. Such a 
woman is sure of a sympathetic welcome and good 
advice, even though the bank may not profit from 
her visit. Everyone, whether rich or poor, 
receives the same courteous and efficient treat- 
ment from this banker. 


She dresses neatly, thus making a good im- 
pression on those with whom she comes in contact, 
and is loved and held in high esteem by the em- 
ployes working under her. 
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Production and Prosperity 


tion, says Col. Leonard P. Ayres, 
vice-president of the Cleveland 
Trust Company, in the May 15 issue 
of that company’s Business Bulletin. 
“Two years ago both were high, and 
now both are low. Even without re- 
ferring to any statistical evidence we 
may all carry the statement further, and 
say that both prosperity and produc- 
tion in this country were at levels well 
above normal two years ago, and that 
they are seriously below normal now. 
We may add, moreover, from the mem- 
ory of our own observations, that the 
change from prosperity to depression 
has taken place on previous occasions, 
and that after earlier periods of de- 
pression the nation has always emerged 
from the hard times, and enjoyed pros- 
perity once more.” 
In showing records to prove these 
statements, Colonel Ayres presents the 


Pree. sos c: varies with produc- 


charts reproduced on the facing page, 
which he explains as follows: 

“The irregular line in the upper sec- 
tion of the diagram shows the annual 
changes in the physical volume of in- 
dustrial production in this country since 


1855. It shows the changes in volume, 
but not in value. It would be nearly 
accurate to say that it shows how the 
aggregate dollar value of all our indus- 
trial production in this country might 
have been recorded from year to year 
over this long period if there had been 
no changes in the levels of wholesale 
prices, and the purchasing power of 
money. Through the irregular solid line 
there passes a light dashed line in a 
long, smooth curve. This is the com- 
puted normal line. In times of pros- 
perity the production line rises above 
it, and in periods of depression it drops 
below. The fluctuations above and be- 
low it are in the long run equal. , 

“During this long period of more 
than three-quarters of a century the 
population of this country has increased 
from not much more than 25,000,000 


to nearly 125,000,000 people. This 
great growth accounts for a large part 
of the increase in the volume of indus- 
trial production, but the output per 
person has greatly increased also. This 
is represented in the middle section of 
the diagram which shows the per capita 
production. Again the changes from 
year to year are represented by the 
heavy irregular line, and the advancing 
normal level by the light dashed line. 

“The long and unbroken advance of 
the trend line of this per capita diagram 
really represents the rising standard of 
living of our people, for it shows the 
steady increase in the volume of useful 
things produced for each person in the 
population, in addition to the necessary 
food made available by agriculture. It 
tells nothing about the distribution of 
these goods among the people, but it 
shows that the goods made per person 
were about six times as great in volume 
in recent years as they were seventy-five 
years ago. 

“The production line represents for 
1931 the rate of industrial output dur- 
ing the first quarter of this year after 
seasonal adjustment. It shows that the 
rate of output has fallen to the normal 
levels of 1920, and the per capita rate 
to those of twenty years ago. These 
are levels that are far below normal. 
The evidence of the diagrams clearly 
indicates that they are most exceptional. 

“The lowest section in black silhouette 
shows the per cent. by which produc- 
tion has risen above normal in years of 
prosperity, and fallen below in times of 
depression. These are the business 
cycles. The diagram shows that we 
have had many depressions in the last 
three-quarters of a century, but none 
in which industrial production has fallen 
further below normal than in this one. 
The conclusion to which a study of 
these records inevitably leads is that still 
greater per capita volumes of produc- 
tion, and higher standards of living, 
will be reached well within this decade.” 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


New York City 


What They Say 


SECURITY WANTED 


“If it is security, as I argue, that man 
really wishes deep in his heart of hearts, 
rather than a surfeit of goods, security 
needs to be made a part of the condi- 
tion of industrial life. Employers will 
more and more co-operate to enable 
their employes to buy insurance, to ob- 
tain protection in old age and to have 
a reserve for sickness. There will be 
made joint provision for unavoidable 
periods of unemployment by some wise 
plan, based on the careful considera- 
tion of responsible business men and 
their co-operating employes. In my 
opinion, the disillusionments of this 
period of depression will yield only 
future profits if we who are the respon- 
sible managers of business have the wis- 
dom to remember that, next to bread 
and shelter and the love of their fel- 
lows, men need and want nothing so 
much as they need and want security.” 
—Henry Bruere, president Bowery Sav- 


ings Bank, New York. 
TEACHING FINANCIAL HEALTH 


“If the principles of sound money 
management were universally observed, 
recurring business excesses would be 
lessened because one of the fundamental 
causes—financial mismanagement in the 
home, the unit of our nation—would 
be removed. The tremendous advance 
we have made in reducing the ravages 
of contagious diseases and child mor- 
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tality was largely accomplished through 
educating our school children. This 
achievement in improving our physical 
health can be duplicated in improving 
our financial health."—L. C. Harbison, 
president Household Finance Corpora- 
tion, Chicago. 


GRATIFYING 


“It should be gratifying to American 
business that the banks of New York 
City are in a position of impregnable 
strength. At no time in our history 
have the banks been in better position, 
fortified with abundant funds at low 
rates, to care for the financial require- 
ments of the nation’s business.”—John 
F. Barry, president New York Depositor 
Corporation. 


BANKER HELPING 


“Is the banker contributing to busi- 
ness stagnation? He certainly is not. 
Commercial money can be borrowed 
for lower interest rates than have ob- 
tained in five years. Is the banker 
laying a cold hand on the shoulder of 
management? He is not. There is 
scarcely a banker at his desk today who 
could not give you dozens of instances 
of businesses that would have failed 
and would still fail were it not for for- 
bearance on the part of bankers and 
the capitalists whom they advise. Is 
the banker dictating niggardliness to- 


-ward employes or reaction in merchan- 
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dising policies? He is not. His best 
efforts are being put forth toward the 
increase of consumption, which will in- 
evitably lead to an increase in produc- 
tion.”"—G. Prather Knapp, director of 
banking publications Rand McNally © 
Company, Chicago. 


BEGINS AT HOME 


“Stability, like charity, begins at 
home. This country is one which in- 
evitably finds its greatest market among 
its own people. In my judgment, our 
problem is impossible of solution except 
through protected home markets. Prac- 
tically speaking, we are at present a 
feared competitor only where our home 
market gives our mass products the ad- 
vantage of very low cost. If we reduce 
our standards of living to those of 
Europe, our great natural resources, our 
highly developed mechanization and our 
energetic population would make us the 
most dangerous of competitors.”—Wal- 
lace B. Donham, dean of the Graduate 


School of Business Administration of 
Harvard University. 


SAVING IS SPENDING 


“Saving a goodly part of their earn- 
ings above what the daily requirements 
of life compel: them to spend is the 
only way the great mass of workers can 
make permanent and secure for them- 
selves a part of the fruits of their work 
and earnings. Saving is not hoarding. 
Money rightly saved is not idle. It is 
put to work creating out of the indus- 
try of today security for the future. 
We hear often the cry these days of 
‘Spend More.’ Savings, insurance, in- 
vestments—all three of these are splen- 
did ways to spend more. Savings in 
these forms are as far away from the 
miserly hoarding as the North from the 
South Pole. Miserly hoarding, unneces- 
sary self-denial, do neither the in- 
dividual nor the nation any good. But 
a sound savings program is the best for 
both."—Rome C. Stephenson, president 
American Bankers Association. 


The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8S. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C, Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


DON’T HAGGLE 


“T recommend that we all practice as 
well as preach the gospel of stabiliza- 
tion. If your wife wants a new coat, 
buy it and don’t haggle over the price 
—it is probably less than she has paid 
for a coat in the last twelve years. 
When a material man gives your pur- 
chasing agent a price, take it—if you 
beat him down a few cents more, some: 
body’s wages will suffer. And do not 
cut the price of your own product to 
a point at or less than cost—nobody 
ever made money yet doing business at 
a loss. Just remember that you cannot 
bring back good business by cutting the 
other fellow’s throat. Competition may 
be the life of trade, but profits are won, 
these days, through co-operation.”— 
Allard Smith, executive vice-president 
Union Trust Company, Cleveland. 


JAMES BRUCE PRESIDENT OF 
BALTIMORE TRUST 


JaMEs Bruce, vice-president of the Chase 
National Bank of New York, has been elected 
president of the Baltimore Trust Company, 
succeeding Donald Symington, who will be- 
come chairman of a governing board and 
will continue as senior executive and adminis- 
trative officer of the trust company. 

Mr. Bruce has for several years been:a 
senior vice-president of the Chase. Among 
his previous banking connections, Mr. Bruce 
numbered vice-presidencies of the Atlantic 
Trust Company, the Atlantic Exchange Bank 
and the Baltimore Trust Company, all of 
Baltimore; the International Acceptance Bank, 
Ltd., and the National Park Bank, of New 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


York. He is a director of the Commercial 
Credit Companies and the Maryland Casualty 
Company. 

Mr. Symington has been president of the 
Baltimore Trust Company since 1927, going 
to that post from che presidency of the Locke 
Insulator Corporation, which he organized. 
During the time he headed the trust company 
it became the largest financial institution in 
Baltimore, with resources of approximately 
$100,000,000. Mr. Symington also is presi- 
dent and a director of the Baltimore Mail 
Steamship Company, and a director of the 
Western Electric Company, the United States 
Fidelity and Guaranty Company and the 
Glenn L. Martin Company. 


CASSATT & CO. MOVE 
NEW YORK OFFICE 


Cassatt & Co., Philadelphia and New York 
bankers, have moved their main New York 
office from 5 Nassau street to the new Irving 
Trust Company Building at 1 Wall street, 
where they have leased the twentieth floor. 

The firm’s new quarters are equipped with 
the most modern banking and brokerage office 
facilities. Executive offices, order and wire 
rooms and bookkeeping quarters open from 
a centrally placed stock trading room, and 


bond sales, statistical and institutional depart 
ments stretch along the Broadway and Wall 
street sides. Furnishings and decorations are 


in accord with those in the firm's home office 
in Philadelphia. 


DAVID M. SWEET HEADS 
CHICAGO A. I. B. 


Davip M. SwEET, vice-president of the Na’ 
tional Bank of the Republic, Chicago, has 
been elected president of the Chicago chap: 
ter of the American Institute of Banking, 
which is composed of some 3500 bankers in 
and about Chicago. Mr. Sweet was a di’ 
rector of the chapter in 1927, treasurer in 
1929 and vice-president in 1930. 


ELECTED DIRECTOR OF 
UNION TRUST 


H. G. TremMEL, president of the North 
American Fibre Products Company. has been 
added to the board of directors of the Union 
Trust Company of Cleveland. 


TRANSFERRED TO BANK 


Earnest D. Brooks, a second vice-president 
in the Continental Illinois Company, has been 
elected a second vice-president in the Conti- 
nental Illinois Bank and Trust Company, Chi- 
cago. He has been connected with the in- 
vestment organizations of the Continental 
Illinois and predecessor institutions for the 
last fourteen years. His new duties will be 
chiefly in connection with the bank's invest- 
ment account. 


CENTRAL HANOVER OPENS 
NEW OFFICE 


THE Central Hanover Bank and Trust Com- 
pany, New York, has opened a new office in 
the recently completed Stone & Webster 
Building, 90 Broad street. The office, which 
is a complete banking unit, is farthest south 
of any banking institution on Manhattan 
Island. Space occupied includes approxi- 
mately half of the main floor and a sub- 
basement for the safe deposit vaults. Joseph 
S. Lovering, vice-president, is in charge. 


NEW VICE-PRESIDENT FOR 
DETROIT BANK 


D. F. VALLEY, comptroller and assistant 
treasurer of the Universal Credit Corporation 
since its organization in 1928, has been 
elected a vice-president of the Guardian De- 
troit Bank, Detroit. 

Prior to joining Universal, Mr. Valley was 
comptroller of Dodge Brothers, where he 
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supervised and controlled the accounting prac- 
tices for the parent company and its sub- 
sidiaries throughout the world. Previously he 
was associated for several years with Haskins 
and Sells, international public accounting firm, 
where he specialized in accounting and budg- 
etary control for the automotive and related 
industries. Because of Mr. Valley's combined 
financial and automotive experience, the bank 
will be in a position to render additional ser- 
vice to the automotive and allied industries. 

The Guardian Detroit Bank is one of the 
largest units of the Guardian Detroit Union 
Group, Inc., composed of twenty-three banks 
and trust companies in lower Michigan, with 
resources exceeding $500,000,000. 


O. HOWARD WOLFE HEADS 
RESERVE CITY GROUP 


O. Howard WoLFE, cashier of the Phila- 
delphia National Bank, Philadelphia, was 
elected president of the Association of Re- 
serve City Bankers at the annual meeting of 
the group held in Richmond. H. Lane Young, 
executive vice-president Citizens and Southern 
National Bank, Atlanta, was elected vice- 
president; and Clark G. Mitchell, vice-presi- 
dent of the Denver National Bank, treasurer. 
Denver was accepted as the place for the an- 
nual meeting in 1932. Four new directors 
were elected: Robert V. Fleming, president 
of the Riggs National Bank, Washington; 
John H. Hogan, vice-president of the Conti- 
nental Illinois Bank and Trust Company, 
Chicago: Harris C. Kirk, vice-president of the 
American Trust Company, San Francisco; and 
Leslie A. Thornton, vice-president of the 
Bank of Commerce and Trust Company, 
Memphis. 


TRAVEL AUTHORITY WITH 
UNION TRUST OF 
CLEVELAND 


Harry R. NEITHERCOTT, formerly with the 
Lifsey Travel Service abroad, has been added 
to the travel department of the Union Trust 
Company of Cleveland. Mr. Neithercott is a 
native of London, and a soldier, lecturer and 
traveler of some note. For the last nine years 
he has lived in Paris. 


HUDSON COUNTY NATIONAL 
EIGHTY YEARS OLD 


THE Hudson County National Bank, Jersey 
City, celebrated its eightieth anniversary on 
May 1. It was on that day in 1851 that the 
stock subscription books were opened. The 
first meeting of the board of directors was 
on July 1 and on September 1 the bank 
opened for business. 

The bank began business with a capital of 


Father Time Resigns in Favor of 
Celechron Glectric Clocks; 


ELECHRON Electric Clocks, 

in beauty of design, will agree 
with your own good taste. There 
are Telechron clocks for wall or 
mantel, desk or dressing table. For 
every room in the home or office. 
See your nearest Authorized Tele- 
chron Dealer now and eliminate 
winding, oiling, cleaning and regu- 
lating from your clock routine. 
From $9.75 up. 


The ELECTRIC CLOCK 


$125,000 while today it has a capital of 
$1,250,000, and has seven branches and two 
afhliated banks. On the first day of business 
it had three depositors, while today it has 
deposits of $31,914,211. It was the first 
bank in the country to establish a personal 
loan department, and it also does a large 
trust business. 

Under the direction of Frank C. Fergueson, 
its present chief executive, the bank has made 
substantial, sound and conservative progress 
in recent years. 


BANKERS TRUST DEPARTMENT 
MOVES 


THE corporate agency department of the 
Bankers Trust Company of New York has 
moved to 43 Exchange Place, where the func- 
tions of stock transfers, stock registrations, 
reorganizations and coupon paying will be 
handled. 

This is the first major move made by Bank- 
ers Trust Company to vacate the space it is 
now-using at 10 Wall street, 7-9 Pine street 
and 11 Nassau street, preparatory to demolli- 
tion. Most of the other departments of the 
bank will be housed at 14-16 Wall street 
during the period of constructing the new 
building. 
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COMPLETES FIFTY YEARS WITH 
TROY BANK 


EpWARD STRECKER has completed fifty years 
of continuous service with the Union Na- 
tional Bank of Troy, N. Y., of which he is 
president. He began work in the bank on 
April 27, 1881, at a salary of $100 a year, 
and has advanced through the various posi- 
tions in the bank since that time. He became 
president in July, 1929. 

Mr. Strecker was tendered a dinner by the 
board of directors on the occasion of the 
anniversary. 


PAUL W. GARRETT JOINS 
GENERAL MOTORS 


PauL WILLARD GarRETT, financial editor of 
the New York Evening Post and a contributor 
to THE BANKERS MAGAZINE, has been ap- 
pointed director of public relations of the 
General Motors Corporation. He succeeds 


o UNDERWOOD & UNDERWOOD 
PAUL WILLARD GARRETT 


Director of public relations of Gen- 
eral Motors Corporation. 


Carl W. Ackerman, who resigned to assume 
the Pulitzer chair of journalism at Columbia 
University. 

Mr. Garrett will have jurisdiction over all 
public relations activities, including contacts 
with newspapers, magazines, radio and motion 
pictures. 

He joined the Post in 1920 after doing 
considerable economic research work. He is 
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a graduate of Whitman College, Walla Walla, 
Wash., and received his M. A. degree from 
Columbia University. 


JOINS BANK OF AMERICA 


WILLIAM F. SHEEHAN, formerly assistant 
chief national bank examiner, has been elected 
a vice-president of the Bank of America Na- 
tional Association of New York. Mr. Sheehan 


WILLIAM F. SHEEHAN 
New vice-president of the Bank of 


America, N. A., New York. 


was born in Boston and is a graduate of Bos- 
ton College and Boston University Law 
School. He practiced law in Boston and 
Montana until 1921, when he became a na- 
tional bank examiner. In 1923-24 he was 
detailed to Washington as assistant chief ex- 
aminer to assist Comptroller Dawes in re- 
organizing the bureau. 


GUARANTY TRUST’S NEW 
LETTER OF (CREDIT 


Tue Guaranty Trust Company of New York 
has issued a new type letter of credit for use 
by travelers. It includes the latest safety 
features, one of which is a letter of identifica- 
tion to accompany the letter of credit and 
safeguard its use. 


SPENCER TRASK & CO. HAS 
ANNIVERSARY 


SPENCER TRASK & Co., well known Wall 
street firm, last month celebrated the fiftieth 
anniversary of its establishment under that 
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name. The company was organized in 1868 
as Trask & Stone and in 1870 Spencer Trask, 
founder of the firm, became a member of the 
New York Stock Exchange. Since that time 


one or more members of the firm have held 
exchange memberships continuously. 


ADVERTISING AGENCY 
LAUDS BANK 


IN a recent issue of Printers’ Ink appears a 
half-page advertisement of Street & Finney, 
Inc., advertising agency, praising the Central 
Hanover Bank and Trust Company of New 
York, into whose building the company has 
recently moved. The heading reads, “Found! 
A Keen, Obliging Bank,” and the text relates 
the qualities the company has dreamed of in 
a bank and the finding of them in this in- 
stitution. 


PENNSYLVANIA BANKERS 
FAVOR INTEREST CUT 


A REDUCTION of from 4 to 3 per cent. in the 
rate of interest paid on savings accounts by 
commercial banks and trust companies was 
favored by Pennsylvania bankers at their an- 
nual convention in Atlantic City last month. 
The action does not apply in any way to 
mutual savings banks. 

John W. Chalfant of Pittsburgh was elected 
president of the association for the coming 
year, to succeed W. Walter Wilson, presi- 
dent of the First Milton National Bank, of 
Milton, Pa., and O. Howard Wolfe, cashier 
of the Philadelphia National Bank, was elected 
vice-president. 

Among the speakers were United States 
Senator David A. Reed; Dr. Emmet Minor 
Patterson of the University of Pennsylvania; 
Rome C. Stephenson, president American 
Bankers Association; and David Lawrence, 
editor of the United States Daily. 


FOREIGN BOND GROUP PLAN 
REJECTED, REPORT 


A PROPOSAL to organize a separate Council of 
Foreign Bondholders, which would operate in 
the interests of American holders of foreign 
bonds on which defaults or other irregularities 
take place, was rejected by the governors of 
the Investment Bankers Association of America 
at their meeting last month in White Sulphur 
Springs, it is reported. Individual banking 
houses will continue to function in the inter- 
ests of holders of such bonds as they have 
sponsored, it is said. 

_ Although no official confirmation of this 
has been made, it is also reported that the 
governors of the association favored a wider 
use of the Institute of International Finance 
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as an instrument for united action by bankers 
in event of defaults or delays in the payment 
of sums due on foreign bonds sold in the 
United States. The institute was established 
by the association in 1926, in co-operation 
with New York University, and is headed by 
Dr. John T. Madden. 


ERIE COUNTY, N. Y., BANKERS 
ELECT OFFICERS 


Frep §. MILLARD, cashier of the Citizens 
National Bank of Lancaster, N. Y., was 
elected president of the Erie County, New 
York, Bankers Association at the annual 
meeting of the organization in Buffalo. 
Charles H. Norton, secretary of the Erie 
County Trust Company, was elected vice- 
chairman; William J. Daetsch, president of 
the Ebenezer State Bank, secretary; and 
Norman D. Taylor, trust officer of the Bank 
of Williamsville, treasurer. 


CORTLAND SAVINGS BANK 
BEING ENLARGED 


WHEN the building of the Cortland Savings 
Bank, Cortland, N. Y., was erected in 1918, 
a portion of the structure was designed as a 
store to be used sometime in the future by 
the bank, when it needed room for expan- 
sion. This expansion has become necessary 
and new quarters are now being designed 
to take in the entire first floor of the bank 
and office building, which has a frontage 
of 59 feet and is 90 feet in depth. Few 
structural changes are necessary, the work 
consisting chiefly of new banking screen, 
uniform floor finish, etc. The building was 
designed by Holmes & Winslow, bank archi- 
tects of New York, and the same firm is 
preparing plans for the enlargement. 


NEW YORK CITY BANK STOCKS 
IN SHARP DECLINE 


THE price level of leading New York City 
bank shares on May 29 was at new record 
lows for the 1929-31 “bear market,” accord- 
ing to Morris A. Schapiro, statistician. In four- 
teen weeks of steady decline, from the high 
of February 21, 1931, says Mr. Schapiro, “‘the 
open market value of sixteen leading New 
York banks and trust companies fell from 
$3,875,000,000 to $2,700,000,000 on May 
29, 1931, a shrinkage of 30.1 per cent. The 
current valuation compared with $2,800,000.- 
000 obtained at the lows of December 17, 
1930. The aggregate market value of the 
group now stands at 73 per cent. below the 
1929 high, 60 per cent. below the 1930, 
high, and 50 per cent. below the panic lows 
of November 13, 1929. Bank stocks are 
currently quoted at about fifteen times earn- 
ings and one and one-eighth times book 
value.” 
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The new fifty-four-story building of the City Bank Farmers Trust Company, New York. 





New Building of City Bank Farmers 
Trust Company 


New York’s skyline is the new 

fifty-four-story building of the 
City Bank Farmers Trust Company, 
which occupies the block bounded by 
Exchange Place and William, Hanover 
and Beaver streets. The building houses 
the head office of the trust company; a 
branch of the parent organization, the 
National City Bank of New York; and 
various departments of the National 
City Bank and National City Company. 
In addition it provides almost forty floors 
for offices. 

The first story of the structure is of 
Mohegan granite, while the remainder 
is of white Rockwood Alabama stone, 
which grows whiter with age. It is said 
to be the tallest and largest building ever 
constructed of this stone. 

The exterior is simple in design, its 
chief decorative feature being fourteen 
gigantic heads, carved from stone, which 
look down from the eighteenth story, 
where the first set-back occurs. The 
heads represent giants of finance. Seven 
are scowling and seven pleasant. Each 
is flanked by eagles, set lower than the 
heads. 

Other stone carvings ornament the 
entrances. Two large medallions flank 
the main entrance at Exchange Place, 
one representing transportation and the 
seal of the National City Company and 
the other, commerce and the seal of 
the National City Bank. A _ similar 
medallion above the main entrance to 
the rotunda contains the seal of the City 
Bank Farmers Trust Company and the 
symbol of the industries. Over the 
Beaver street entrance is a medallion 
representing agriculture. 

The door of the main entrance at 20 
Exchange Place is surrounded by eleven 
coins, carved in granite from New York 
State quarries, representing the principal 
countries in which the National City 
Bank has branches. The Beaver street 
entrance consists of three archways, a 


A STRIKING addition to downtown 


bison’s head flanked by the snakes of 
wisdom over the center. The Hanover 
street archway, entrance to the New 
York agency of the Canadian Bank of 
Commerce, is surmounted by three 


beautifully wrought flag sockets. 

The doors are of bronze trimmed with 
nickel, and these same two materials in 
combination are used throughout the 
building—for elevator doors, grilles, etc. 


THE INTERIOR 


The entrance at William street and 
Exchange Place opens into a rotunda 
from which a double curving stairway 
of marble leads upward into the main 
banking room of the trust company and 
downward into the City Bank Farmers 
branch of the National City Bank. The 
walls of the rotunda are of French lime- 
stone, the floor of Travertine and colored 
marbles with decorative inlays of nickel, 
and the domed ceiling is decorated in 
silver. 

Ascending the stairs leading from this 
rotunda, one enters the main banking 
room of the trust company, which is in 
English pollard oak, with carved cornices 
and column capitals. Seventeen large 
windows give it ample daylight. The 
senior officers’ platform and private 
offices are located on the same floor. 
Seven of the offices are paneled fully in 
seven different cabinet woods imported 
from the East Indies, Africa, France and 
the British Isles. 

The office of the president is in carved 
pollard oak, and a black and gold mantel 
frames the fireplace. 

Above this main floor are fourteen 
others designed for the use of the trust 
company and departments of its affili- 
ates, the National City Bank and the 
National City Company. Beyond that 
rise almost forty floors of offices. The 
fifty-first and fifty-second floors are re- 
served for private dining rooms for the 
chairman and the senior officers of the 
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CHarLes E. MITCHELL 
Chairman City Bank Farmers Trust Company, New York. 


From a minor clerical position with the Western Electric Company, where 
he was employed for six years after his graduation from Amherst College in 
1899, Mr. Mitchell has risen to be head of the financial organization grouped 
around the National City Bank of New York. He is chairman of the 
National City Bank and of the National City Company, as well as of the 
City Bank Farmers Trust Company. Mr. Mitchell entered the banking field 
as assistant to Oakleigh Thorne, president of the Trust Company of America, 
in 1906 and in 1911 resigned to study foreign finance. He organized the 
investment banking firm of C. E. Mitchell and Company, which was so 
successful that, when in 1916 the National City Bank decided to enter 
investment banking through the National City Company, he was invited to 
become a vice-president in the new organization. He was made president 
of the company the same year and in 1921 was elected president of the 
bank as well. He became chairman of the board in 1929 and when the 
Farmers’ Loan and Trust Company was taken over in that year to become 
the City Bank Farmers Trust Company he was made chairman of that 
company as well. 
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three organizations and their business 
guests. 

Below the street level of the building 
are four additional floors, which descend 
sixty-three feet. ‘The lowest of these 
basements contains mechanical equip- 
ment for vacuum cleaning, pneumatic 
tubes and ventilating systems. Above 
this is a basement for storage and the 
two highest are devoted to banking 
rooms and steel security and book vaults. 


MECHANICAL FEATURES 


The mechanical features of the build- 
ing are as interesting as its architectural. 

The air, for instance, is especially 
treated so that it is as pure as mechanical 
perfection can make it. The fresh air 
is taken in through bronze grilles on the 
first and ground floors and carried to the 
sub-basement, where the fan room and 
conditioning apparatus are located. There 
the air is washed, first through an oil 
grid and then in a chamber where sprays 
of water shower continuously. After 
passing through this, the air is dried 
over heating coils, raised or lowered to 
the desired temperature and rehumidi- 
fied. It is ionized and thermostatically 
discharged. 

As a result of this system, no out- 
side ventilation is necessary up to the 
eighteenth floor. The temperature at 
any point can be changed in a few 
moments to suit the desire of the most 
exacting. 

The telephone system is as remark- 
able in its mechanism as the ventilation 
system. Located on the fifteenth floor 
of the building, this switchboard oper- 
ates the largest system of its kind in the 
world. It has positions for eighty opera- 
tors, 10,000 extension lines, 800 central 
office trunks and 800 tie-in lines for 
direct connection to branches and other 
firms. When fully equipped the system 
can handle a daily total of 39,000 out- 
going, 59,000 incoming and 51,000 
interior calls. In it are combined the 


units formerly operated by the City 
Bank Farmers Trust Company, the Na- 
tional City Bank and the National City 
Company. 
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The elevator system is another product 
of modern mechanical genius. It is 
divided into four banks, one of which 
rises with a maximum speed of 1200 
feet a minute. Others attain speeds of 
750 and 800 feet a minute. 

Each bank is finished in a different 
wood—primavera, pollard oak, lacewood 
and rosewood, respectively—and con- 
tains two figures, one representing ascent 
and the other, descent. The cars have 
capacities of from sixteen to twenty-four 
persons each. 


VAULT PROTECTION 


An elaborate system of electric senti- 
nels which stands guard over the vaults 
represents another phase of mechanical 
perfection. These have been so attuned 
that they can distinguish between the 
rumble of the subway and less legal 
noises, such as the blow of a yeggman’s 
hammer or the explosion of TNT, and 
give alarms for the latter but not for 
the former. 

Before closing the vault at night, an 
attendant must visit a series of stations 
so placed that he sees into every corner 
of the vault. He must visit them in a 
certain sequence so that no one can 
possibly slip in behind him. 

There is no chance for such an at- 
tendant to forget his duties. If he misses 
any station or fails to follow the proper 
order in visiting them, a gong sounds as 
he prepares to close the outer door. This 
notifies the custodian of the vault, the 
Holmes Electric Protective Company 
and the attendant himself that his tour 
must be repeated. 

Because of the water pressure exerted 
on the foundation of the building, the 
Holmes Company could not use its ordi- 
nary system of protection, which consists 
of a network of alarm cables imbedded 
in the concrete foundation. In this case, 
the openings needed for the cables would 
have weakened the waterproofing, so 
twenty vibration detectors, located at 
various points on the inside surfaces of 
the vault, are fastened to the ends of 
long rods calked into the structure. 





James H. Perkins 
President City Bank Farmers Trust Company, New York. 


Like Mr. Mitchell, Mr. Perkins embarked upon a business career before 
entering the banking field.. After his graduation from Harvard in 1898 he 
was employed by Walter Baker & Company, Limited, chocolate manufac- 
turers, and soon became an executive. After seven years there he joined the 
staff of the American Trust Company of Boston and a few years later was 
offered the vice-presidency of the National Commercial Bank of Albany. He 
became president of that bank in 1912. Mr. Perkins joined the National 
City Bank of New York in 1914, becoming a vice-president and then 
executive manager. On June 16, 1921, Mr. Perkins was elected president 
and a director of the Farmers’ Loan and Trust Company and when the 
afhliation of that company with the National City Bank was completed in 
1929 he was made president and a director of the City Bank Farmers Trust 
Company and a director in the National City Bank. 
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The rotunda opening from the William Street and Exchange Place entrance. The stairway 
leads to the main banking room. 





The banking room is finished in English pollard oak, with carved cornices and 
column capitals. 





The main lobby, which may be entered through a great archway from Exchange Place. 





Another view of the lobby of the City Bank Farmers Trust Company, showing the corridor 
leading to the elevators. 
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Close-up of a portion of the building, showing the giant stone heads that look down 
from the eighteenth story. 
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The night doors are made entirely of heavy bronze and nickel surmounted by grille 
work and carved with figures representing various phases of transportation. 
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A New, Completely Revised Edition of 
That Banking Classic — 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


H=®:=: in a single compact volume, is the gist of hundreds of books on 
every phase of banking and finance. In authoritative, quick refer- 
ence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
place—this new edition becomes indis- 
pensable. It offers many more pages than 
any previous edition, discusses scores of 
new subjects, and elaborates or revises 
those which have already appeared. In 
it, the various banking laws—as well as 
all bibliographies—are brought strictly 
up-to-date. 


The original work, as well as the re- 
visions here presented, have both taken 
years in preparation. The author—with 
a staff of assistants—made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked the portions of 
the work covering their respective fields. 

The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. Cross-referencing is widely employed. The reader is therefore 
assured of having access to all phases of his subject—and in a minimum of time. 

Everyone connected with banking and finance will find the book an _ indis- 
pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


------Free Examination Coupon - - - - - -- 
BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Gentlemen: You may send me, without cost or obligation, for free examination 
copies of the revised edition of ‘‘Encyclopedia of Banking and Finance”—Price $10.00. At the 
end of ten days, I will either send you my check for $ ... . ($10.00 per volume) or return 
the book (s). It is understood that I may pay in three monthly installments if I prefer. 


{ ] Check for $.... is enclosed. [] Please send C. O. D. 


Position ......... 


Street & No. 
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A New Encyclopedia 


Glenn G. Munn has completely revised and enlarged the Encyclopedia of Banking 
and Finance (Bankers Publishing Company, $10) for the publication of a third 


edition. 


Mr. Munn is security analyst of Paine, Webber & Company, New York, 


and author of numerous other books on banking and financial subjects. 


the Encyclopedia of Banking and 

Finance has answered thousands of 
questions for thousands of bankers and 
financial executives. The first compre- 
hensive volume of its kind, the Encyclo- 
pedia has become a classic in its field. 
Its reputation for accuracy, conciseness 
and convenience is lived up to in its 
third edition, revised and _ enlarged, 


Sa its first publication in 1924, 


which is just off the press. 

In its 765 large pages, the book con- 
tains detailed information about 3400 
banking subjects, relating to money, 


credit, banking practice, history, law, 
accounting, organization, foreign ex- 
change, trusts, investments, speculation, 
markets, brokerage, etc.; the text of im- 
portant banking legislation; a large 
number of explanatory charts and 
forms; abbreviations; and banking lists. 

The terms are listed alphabetically, 
cross-indexed where necessary, and at 
the end of many of the definitions and 
explanations are given bibliographies, 
which enable the reader to investigate 
the original sources from which the 
material was taken, or to obtain addi- 
tional knowledge of a highly specialized 
nature. In each case, the volume itself 
gives all the information which the 
average user is likely to need on a 
subject. 

Charts have been used to illustrate 
the points made in the text and con- 
tain in themselves a large amount of 
information. They are used, for ex- 
ample, in the subject “Bank Organiza- 


tion,” where a page chart showing an 
organization system for a bank is re- 
produced; for denominational portraits 
(charts listing portraits which appear on 
United States paper money); to show 
New York Clearing House exchange 
rates, business cycles, etc. 

On the first four pages of the text is 
given a particularly valuable list of 326 
abbreviations which are in good financial 
and business usage. There is also a 
complete list of New York Stock Ex- 
change abbreviations. 

Other valuable data include lists of 
financial magazines, financial papers, 
financial services, business and forecast- 
ing services, mercantile credit companies, 
index numbers of wholesale prices, 
bankers’ associations, etc. 

The new edition of the volume con- 
tains ninety more pages than its pred- 
ecessor and four hundred more terms 
than the original volume. The scope of 
the subject matter has been enlarged in 
the new edition, many of the original 
terms have been revised and amplified, 
and bibliographies have been elaborated 
upon. Since the original edition was 
published there have been many changes 
in and additions to banking legislation 
and these have been included so that 
the revised book now contains the text 
of twenty-one laws or regulations per- 
taining to banking or finance, completely 
revised as of October 1, 1930. 

_ Banks and bankers may get a copy 
of this book on approval by filling out 
the coupon on the opposite page. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


ENGLISH, FRENCH AND GERMAN BANKING 
Terms. Compiled by Herbert Scott. 
London: Effingham Wilson. New York: 
Bankers Publishing Company. $4. 

SINCE it was first published, in 1925, this 
reference manual has been steadily and 
widely used. In its third edition, pub- 
lished this year, the author has embodied 
additions to the text and has corrected the 
previous editions. 

The book makes no claim to being ex- 
haustive, and is intended to assist those 
with a knowledge of either English, French 
or German in dealing with major difficulties. 
To this end it includes principally the less 
obvious phrases and definitions. 

The subject matter has been arranged 
alphabetically, under key words. For in- 
stance, under the word “cancellations” are 
found cancellations of credits, of checks and 
of drafts, with the correct expression for 
referring to each of these in each of the 
three languages. A system of indexing and 
cross-indexing makes possible rapid refer- 
ence in any of the three languages. 

In many cases complete sentences are 
given and amounts may be changed to suit 
the individual case. In others, words and 
phrases only are needed to make clear the 
meaning. 

The arrangement of the book, with the 
three languages in three parallel columns 
on the same page, is particularly useful. 


Tate's Money MANuAL 1931. 
William F. Spalding. London: Effingham 
Wilson. New York: Bankers Publishing 
Company. $2. 


For more than a century, Tate’s Modern 
Cambist has been issued in many editions, 
until it has become established as_ the 
authority on the world’s currencies, ex- 
changes, and weights and measures systems. 
The impracticability of maintaining up-to- 
date editions of such a voluminous work 
except at intervals of some years, and the 
necessity that exists for bankers, teachers, 
etc., to be kept abreast of the constant 
changes taking place all over the world in 
these systems, have resulted in the beginning 
of a new series of books as annual supple- 
mentary volumes to the parent work. This, 
the 1931, is the first edition of this new 
supplementary work. 

The book includes the amendments, altera- 
tions and additions to currencies, weights 
and measures, stamp duties, etc., that have 
taken place throughout the world since the 
publication of the Centenary Edition of 
Tate's Modern Cambist in 1929. Principal 


Edited by 


848 


features are the London gold market, 
stabilization of the currency of Czecho- 
Slovakia, the new coinage of Belgium, pro- 
jected new silver coinage of France, the 
French gold question, Jugo-Slavian currency, 
exchange stabilization in Spain and Turkey, 
new currency of Persia, reviews of Japan 
and her colonies, China, the monetary posi- 
tions of the Suuth American republics, ex- 
change difficulties of Australia, etc. 

IW. F. Spalding, editor of Tate’s Cambist, 
is also editor of the Manual. 


MopeERN SELLING. By Charles H. Fernald. 
New York: Prentice-Hall. $1.60. 


THE application of salesmanship principles 
to every walk of life is presented in this 
book by a man experienced in the subject 
from both a theoretical and a_ practical 
viewpoint. While written particularly for 
the student or young business man, anyone 
will find in it much worthwhile material, no 
matter what his vocation. 

Chapter headings show the scope of the 
book: Modern Selling, How Products Are 
Marketed, Know Your Proposition, Limita- 
tions to the Sale of a Product, Success in 
Selling, Why People Buy, Appealing 
Through the Senses, Before the Interview, 
Presenting the Proposition, Winning an 
Audience, Meeting the Prospect, Enter— 
the Salesman, Creating Desire, Meeting 
Objections, Taking the Order, Conclusion 
of the Interview, Adaptation of Principles 
to Retail Selling. 


NEW: BOOKS 


ENGLISH INVESTMENT TRUST COMPANIES. 
By George Glasgow. New York: Wiley. 
$15. 

THe Law oF Stock Brokers AND Ex: 
CHANGES. By Charles H. Meyer. New 
York: Baker, Voorhis & Co. $20. 

BaNK ADMINISTRATION. By James B. 
Trant. New York: McGraw-Hill. $3.50. 

Bank CREDITS AND ACCEPTANCES. By 
Wilbert Ward. New York: Ronald. $3.50. 


BOOKS RECEIVED 


Economic HANDBOOK OF THE _ SOVIET 
Union. Published by the American’ 
Russian Chamber of Commerce, New 
York. 

REPORT OF THE New ENGLAND RAILROAD 
CoMMITTEE TO THE GOVERNORS OF THE 
New ENGLAND States. Boston: New 
England Railroad Committee. 





Che Chase National Bank 


of the City of New York 


Pine Street corner of Nassau 


Forty-five Branches in Greater New York 


STATEMENT OF CONDITION MARCH 25, 1931 


RESOURCES 


Cash and Due from Banks $ 455,258,562.28 
Loans and Discounts 1,397,822,864.22 
U. S. Government Securities 288,946,588.76 
Other Securities 177,403,584.18 
Real Estate 35,196,357.40 
Redemption Fund—tu. S. Treasurer 436,825.00 
Customers’ Acceptance Liability $181,246,234.63 


Less Amount in Portfolio 19,951,913.15 
—————-__ 161,294,321.48 


Other Assets 1,457,269.31 
$2,517,816,372.63 


LIABILITIES 

$ 148,000,000.00 
Surplus 148,000,000.00 
Undivided Profits 63,006,746.37 
Reserved for Taxes, Interest, etc. .......0...0000........ 7,092,196.31 
Dividend Payable April 1, 193 5,550,000.00 
Deposits 1,883,808,874.48 
Circulating Notes ........ Saekecn aie 8,611,990.00 
Acceptances 


Less Amount in Portfolio 
——egeeee SPR SRA 
Liability as Endorser on Acceptances and For- 
eign Bills 68,994,556.84 
Other Liabilities 12,531,077.94 


$2,517,816,372.63 


This statement does not include the statements of any of the organizations 
affiliated with The Chase Nationai Bank 
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<O WHEN GOOD WATER€, 
COST A PENNY A GALLON 


2 3 > 


In 1800, water from the famous Tea Water Pump, a fine well, located on 
Chatham Street (now Park Row) was carted about in hogsheads and dis- 
tributed, at a penny a gallon, to residences and business houses. | The Bank 
of New York, the city’s most important financial tnstitution, purchased its 
drinking water from these public vendors. 


INCE its inception the Bank of New York and Trust Company 
has adhered consistently to the purpose of its founders—to pro- 
vide facilities in keeping with the times. Each, forward step has 


coincided with the development of new requirements on the part of 


industry, commerce or individuals for banking service. 


Its organization today, with the experience of years supporting the 
work of each department, presents an exceptional equipment for the 
discharge of all true banking functions. 


BANK of NEW YORK 
and TRUST COMPANY 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS, $20,000,000 


NEW YORK 
CLEARING HOUSE 48 WALL STREET, New YorK 


MEMBERSHIP Uptown Office : 


NUMBER ONE Madison Avenue at 63rd Street 
* 
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- = HEAD. Ooe MONTREAL 
HEAD OFFICE MONTREAL 


900 Banks Are 
At Your Service 


WHEN you require a banking 

service in Canada, Cuba, 
Panama, the West Indies or the 
countries of Central and South 
America, you are invited to 
use the facilities of our 900 
branches which are established 
in 32 different countries. 


Our Managers have an intimate 
knowledge of local conditions 
and, through them, we can ob- 
tain for you specific information 
or data regarding markets, tariffs, 
business conditions, etc. 


Address your enquiries 
to our New York office 
at 68 William Street 


_of Canada 
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Securities Analysis 
for 


Correspondent Banks 





Central Hanover is equipped to 
analyze security lists of banks 
and make impartial investment 


. | 
recommendations. Central . 





Hanover has no securities for sale. 


The charge is moderate. Corre- 


spondence is invited. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 





Representatives in London, Paris, Berlin and Buenos Aires 


NO SECURITIES FOR SALE 
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The Bank’s 

* Premises 
At Kingston, 
Jamaica 





Exceptional Facilities 
in the West Indies 


BANKS having collection business on West 
Indian points will find useful information 


on stamp duties and collection rates in our 
booklet “ West Indies Collections ”’. 
Our New York Office at 49 Wall Street, will 


be glad to furnish copies on request. 


25 Branches in Cuba, Porto Rico, Dominican Republic 
and Jamaica. 


303 Branches in Canada and Newfoundland. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 


Capital . . a . - $12,000,000 . 
Reserve Fund , ‘ 7 24,000,000 
Total Assets over . ‘ - 265,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 
108 Old Broad Street, E. C. 2 
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Quick Collections, Special Attention 
if you use— 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 


Kod % 





; 
y 


THE BANKERS MAGAZINE 


GLYN, MILLS & CO. 


(Established 1753.) Registered with unlimited liability 1885. 
4 incorporating 
Child & Co. — and — Holt & Co. 
(Established before 1600) (Established 1809) 


BANKERS 
Army and Air Force Agents Navy and Prize Agents 


Managing Partners 


LORD WOLVERTON LAURENCE CURRIE LORD HILLINGDON 
General The Hon. Sir H. A. LAWRENCE, G. < B. 
Brigadier-General A. a enernve = B., 


CM.G,, D.S.O. 
ERIC GORE “BROWNE, DS REDERICK WILLIAM FANE 
MARTIN DRUMMOND VESEY HOLT 


Head Office: 67, LOMBARD STREET, LONDON, E. C. 3 
Childs Branch: |, FLEET STREET, LONDON, E. C. 4 
Holts Branch: 3 & 4, WHITEHALL PLACE, LONDON, S. W. 1 


The Bank, which is represented by Agents and Correspondents in all the principal 
Cities and Towns of the United Kingdom and throughout the World, conducts 
every description of Banking business, both British and Foreign. 


Letters of Credit issued. Home and Foreign Credits established. 
Executorships and Trusteeships undertaken. 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 


Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 

Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 
The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 





Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688, 991 
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{Continued from page x1} 


''HE success of the Morris Plan companies in the personal-finance 
field and the huge sums being loaned by other types of small-loan 
institutions have caused the commercial banker to wonder whether 
or not he is overlooking a fertile field in which to operate. That he 
is not, in the main, is the opinion of A. W. Woops, as expressed in 
an article, “Banks in the Small-Loan Business,” which begins on 
page 719. Mr. Woods believes that commercial banks could, if they 
wished, become a dominant factor in the small-loan field, but that 
the limitations of that field and its highly specialized nature make 
it inexpedient for the majority of commercial banks to enter. 


“Ir is a good plan to take stock regularly—to look over yourself, 
along with the employes,” says JoHN Poo.e, president of the 
l’ederal-American National Bank and Trust Company of Wash- 
ington, D. C., in an article, “Take a Human Inventory,” which 
begins on page 753. “It’s a good plan to study the location and 
the prevailing relations policies of your bank, and make sure that 
in man-power and otherwise your bank is keeping pace with the 
progress of others—and that it is a 1931 model in 1931. Competi- 
tion is keen, and the personnel of any business is of extreme 
importance.” 


WHEN the Morris Plan Bank of Virginia, Richmond, opened, it 
was primarily for the purpose of serving the small borrower. 
Loans were made for amounts ranging from $50 up and were 
repaid by the deposit of a weekly or monthly amount which would, 
when the period for which the loan had been made was completed. 
equal the amount borrowed. During the year 1930 this bank 
handled a total loan and acceptance volume of $11,800,000 involv- 
ing 38,833 individual transactions, and of this $2,894,200 was loaned 
out in 1047 loans averaging $2764 each. But the instalment system 
of payment is still used for all loans, no matter how large. The 
growth of these large loans and how they are handled by the bank 
is interestingly told in an article, “Instalment Payment for Large 
Loans,” by JosEPH E. Bien, assistant cashier of the bank, begin- 
ning on page 724. 


AN account of the annual meeting of the United States Chamber 
of Commerce begins on page 757. . . . What topics world business 
leaders discussed at the International Chamber of Commerce Con- 
gress may be found on page 761. ... When M. A. Tray or, 
president of the First National Bank of Chicago, criticized bank- 
ing, business and Government leaders in an address before the 
International Chamber of Commerce, he aroused a storm of com- 
ment, both favorable and unfavorable. For both sides of this, 
see page 773. 
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Nederlandsche Handel-Maatschappij, N.v. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 
Capital Paid up and Surplus - f.127,045,000 | 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA = 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- ; 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI ; 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and = 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 


= 
= 
= 
= 
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THE MITSUI BANK, LTD. 


Capital Subscribed. . . . «+ Yen 100,000,000.00 
Capital Paid-Up .... . . ». Yen 60,000,000.00 
Reserve Funds ... . . . . Yen 65,200,000.00 


Head Office: TOKYO, JAPAN 


(No. 1 Suruga-cho, Nihonbashi-ku) 
President 
G. MITSUI, Esq. 
Managing Directors 
S. IKEDA, Esq. N. KIKUMOTO, Esq. H. KAMESHIMA, Esq. 
R. IMAI, Esq. J. KENJOH, Esq. 


New York Agency, 61 Broadway, New York City 
Home Branches: 
Fukuoka, Hiroshima, Kobe, Kyoto, Marunouchi (Tokyo), Moji, 
Nagasaki, Nagoya, Nihonbashi (Tokyo), Osaka (4), Otaru, 
Shimonoseki, Wakamatsu (Kyushu), Yokohama 


Foreign Branches : 
Bombay London New York Shanghai Sourabaya 
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THE 
NATIONAL BANK 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 493 well distributed offices 
MELBOURNE : G : 
provides a complete banking service 
Chand Miner throughout Australia, and is well 
E. H. WREFORD e . 
equipped for the transaction of all 
a a peg classes of foreign business. 


Chief Inspector: 
E. J. OSBORNE 


Manager Foreign Authorised Capital (@ $5to£1) $50,000,000 

J. D. F. GRANT Capital Paid Up - - $25,000,000 
Reserve Fund - - - $16,000,000 

] LOTHBURY. Lez Total Assets March 1930 - $228,261,035 


HUQDEGGUNGQUOGOUGOOUEOOUEOOOOOOOOONOOOOOOOGUOOOUOOQONOOUOOQONEOOOOOOOOQONOUONOOONONONOGO00NU00N0000000900000000000000000000000GO0NNONOOONNODOOOOUNOOONOOUGOOONOOOOOOUOONL 


English, Scottish & Australian Bank, 
Limited. 
Authorized Capital .... . . . $25,000,000 
Paid-up Capital . . . . $15,000,000 
Further Liability of Shareholders . »- $10,000,000 
Reserve Fund .. - « + « $15,800,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 459 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 
Guaranty Trust Company of New York. 
The Canadian Bank of Commerce. 
National City Bank. 
First National Bank. 
Crocker-First National Bank of San Francisco. 
The Canadian Bank of Commerce. 
E. M. JANION, Manager. 


SU 
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TE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - - - - £4,475,000 
Reserve Liability of Proprietors 

£4,500,000 


under the Charter - ~ 
s33_* £13,475,000 
Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 


Branches in Australia 


0 1 7 . 
—. . 


VICTORIA 
Melbourne: 
394-396 Collins St. 
384 Elizabeth St. 
588 Bourke St., W. 
71 Collins St., East 
Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Fish Creek 
Foster 


Victoria, Contd. 
Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


Sepen Al. CAPI- 


AL TERRITORY 


Canberra 


NEW SO. WALES N. S. Wales, Contd. 
Sydney: ar mel en 
: Maitlan es 
O7 Castlereagh St, Maitland (East) 
E oree 
85 Pitt St. Murwillumbah 
555 George St.,So- Muswellbrook 
Wentworth Ave. Narrabri 
236 William St. Narromine 
Bondi Junction Newcastle 
Hurstville Newcastle West 
Kogarah 


Nowra 
Leichhardt Orange 
Marrickville Parkes 
Newtown Peak Hill 
North Sydney South Grafton 
(84 Mount St.) Stroud 
Petersham Tamworth 
Albury Tullamore 
Ballina Wagga-Wagga 
Bathurst Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cessnock 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dorrigo 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Jerilderie 
Kempsey 
Kyogle 


Towers 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Port Pirie 
Wirrabara 


W. AUSTRALIA 


Perth. (St. George’s 
Terrace) 
237 Murray St. 
Subiaco 
Albany 
Beverley 
Bunbury 
Carnamah 
Dowerin 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 
Burnie 


. Deloraine 


Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Branches in New Zealand 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Kaitaia 
Levin 
Manaia 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


Palmerston Nth. 


New Plymouth 

Newton 
(Auckland)~ 

Otaki 

Paeroa 


Stratford 
Taihape 
Taumarunuli 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Patea 
Raetihi 
Rotorua 


Principal Correspondents in North America 


CANADA: 
Bank of Montreal 
Canadian Bank of Commerce 


UNITED STATES: 
Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Continental Illinois Bk. & Tr. Co., Chicago 


UNITED STATES, Contd.: 


Guaranty Trust Company, New York 

National City Bank of New York 

National Bank of the Republic, Chicago 

Philadelphia National Bank, Philadelphia 

Wells Fargo Bank & Union Trust Co., 
San Francisco 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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BANK OF NEW ZEALAND 





Paid up Capital, as at 31st March 1930 . £6,858,113 
Reserve Fund and Undivided Profits . . 4,173,156 


£11,031,269 
Aggregate Assets at 31st March 1930 . £54,774,566 


HEAD OFFICE: LONDON OFFICE: 


WELLINGTON, N. Z. 1 QUEEN VICTORIA STREET, E.C.4 


Branches and Agencies in 236 Points in New Zealand 


| And at Melbourne, Victoria; Sydney, New South Wales; Suva and Levuka, Fiji; Apia, Samoa. 


Negotiates and Collects Bills of Exchange, drawn or payable in New Zealand, Australia, 
Fiji or Samoa. ISSUES DRAFTS and makes Telegraphic Transfers. Undertakes all 
description of Banking Business connected with Australasia. 














Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED 
PAID-UP CAPITAL £4,000,000 
RESERVE FUND £4,850,000 
RESERVE LIABILITY of Proprietors 


Head Office—-71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


}together £8,850,000 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 49. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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ESTABLISHED 1817 


BANK oF NEW SOUTH WALES 


wih ymalgamatead THE WESTERN AUSTRALIAN BANK 
AUSTRALIA 


Paid-up Capital $37,500,000 
Reserve Fund ix 30,750,000 
Reserve Liability Peet 

of Proprietors gui Re RA 37,500,000 


$105,750,000 


Aggregate Assets, 30th Sept., 1929, $454,031,485 
General Manager, ALFRED CHARLES DAVIDSON 


MANDATED TERRITORY % 
4, OF NEW GUINEA—3 Brancues Gilbert 18 


~ penn Territory) NEw nd 


me 
Population, 6,300,000; area, 2,974,581 ELB ceston eae 
sq. miles; sheep, 104,267,100; cattle, TASMANIA WELLINGTON 
11,964,000; horses, 2,1 23,000; imports, 3 Brancues 

$740,024,445; exports $715, 277,795. HOBART 


Annual Value of Australia’s Products 
Agriculture tt git y eee 
Pastoral 860,0 
Dairying 
Mining 
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© Auckland |? 


Head Office—George St., Sydney London Office—29 Threadneedle St., E. C. 2 
593 BRANCHES AND AGENCIES 


Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Geinea and Londen 
Cable remittances made to and drafts drawn on Foreign Places DIRECT 
Foreign Bills Negotiated and Collected. Letters of Credit Issued. 
NEGOTIABLE THROUGHOUT THE WORLD 
The bank collects for and undertakes the agency of other banks and transacts every 
description of Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


nae and easel att ee the World 
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Service to Banking Correspondents 


HEREVER American business extends it receives active 
and effective cooperation through the facilities afforded 
by the Guaranty Trust Company of New York. 


To its banking correspondents this Company affords 
resources and organization adequate to meet the fullest 
requirements of modern finance. It maintains eight complete 
branches in Europe and has close relations with leading 
banks throughout the world. Its officers have at their 
command wide-spread sources of information regarding 
rade and financial conditions. We invite your inquiries. 


Guaranty Trust Company of New Yor 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, Surptus AND UNpivipep Profits more THAN $295,000,000) 


© Gc. T. co. OF N. ¥. 1 








Bank Investments 


Should be made only after 





Intelligent study of the character of the 
bank’s business; 


Careful analysis of the bank’s withdrawal 
experience, seasonal demands, etc.; 


Complete visualization of the investment 
position of the bank; 


Thorough review of money market and 
investment conditions; 


Detailed study of individual credits. 


Our Bank Service Department has contributed to the 
stability and earning power of many important banking 
institutions during this period of stress. Its facilities 
are available to those desiring intelligent guidance. 


Send for a copy of the standard work on 
“Bank Secondary Reserve and Investment 


Policies’ by Dr. Paul M. Atkins. 


Ames, Emerich & Co., Inc. 


New York ‘ Chicago 
Philadelphia Milwaukee St. Louis 





BANK OF MANHATTAN 
TRUST COMPANY 


INTERNATIONAL ACCEPTANCE BANK ;, INTERNATIONAL MANHATTAN COMPANY 
INCORPORATED { ‘ INCORPORATED 


FOREIGN BANKING FACILITIES f : INVESTMENT SECURITIES 


MAIN OFFICE—40 WALL STREET—NEW YORK 
UNION SQUARE OFFICE = ¥ MADISON AVE. OFFICE 


Broadway at 16th Street Vv Madison Ave. at 43rd Street 


Eighty-one conveniently located offices throughout Greater New York 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $76,000,000 


THE 
PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING 
S. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 


Resources Over . - . - . . $279,000 ,000.00 
Individual Trust Funds - : - : . $753,000,000.00 
Corporate Trusts - - : - > - $1,891,000,000.00 


Accounts of Banks, Corporations, Firms and Individuals Invited 
Acts as Trustee for Corporate Mortgages 


Incorporated 


Member Federal 
March 10th, 1812 PHILADELPHIA, PA. Reserve System 


THE. CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE - - - TORONTO, CANADA 


Capital Paid Up $30,000,000 Reserve Fund $30,000,000 
Sir John Aird, President S. H. Logan, General Manager 


NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 


Branches at London, England; Rio de Janeiro; Havana; Kingston, 
Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Mexico 
City; San Francisco; Seattle; and Portland, Oregon. 

Close working arrangements with the Leading Banks im Australia 
and New Zealand. 


NEW YORK OFFICE - . - Exchange Place and Hanover Street 
Agents—C. J. Stephenson, R. B. Buckerfield and N.J. H. Hodgson 








